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Ck^al Krishna Gokhale’s spesohes and writings were published 
for the first time in 1908 by Mr. G. A. Natesan of Madras. The 
volume contained Gokhale’s speeches in the Imperial and Bombay 
Legislative Councils, some speeches made in England, speeches made 
by him from the Congress platform ( including his Presidential speech 
of 1905 ), some public speeches, the evidence, both written and oral, 
before the Welby Commission and his note for the Decentralisation 
Commission. A second edition was published in February 1916, too 
late to be seen by Gokhale, but the editor says that the idea of puUish* 
ing a second edition had matured a few months before his death. This 
edition contained a good deal of additional matter, as it added the 
speeches made by Gokhale after 1908, and his paper on “ East and 
West in India ” read at the Universal Races Congress in 1911. A 
third and last edition was published in 1920. It made scune further 
additions, including what the Publishers called Qokhale’s "Last 
political testament on Post-War reforms for India,” 

There has been no further edition of Gokhale’s speeches since 
1920, and Natesan and Co.’s edition is now out of print. The 
Deccan Sabha of Poona, of which Gokhale was the first secretary, 
considered that it would be doing a service to the public if it brought 
out a nev> edition of Gokhale's speeches and writings, as it under- 
stood on enquiry, that Natesan and Co. themselves had no intention of 
doing so. Indeed, Natesan & Co. gave full permission to the Sabha to 
print the material in their volume, for which the thanks of the Sabha 
are due to them. The Council of the Sabha accordingly appointed 
a Committee consisting of Prof R. P. Patwardhan ( Chairman), 
Principal V. K. Joag, Prof, D. G. Karve, Prof. ,P. M. Limaye, Shri 
S, G. Vaze, Shri S. G, Gokhale and Shri D. V. Ambekar (Convener), 
to formulate a scheme for bringing out a new edition of Gokhale’s 
speeches and writings. The Committee, after careful considemtion, 
decided that it would be desirable that the new publication should be 
exhaustive, and include, as far as possible, all the speeches and 
writings of Gokhale ; and that as it was impossible to include all these 
in one volume — Natesan’s volume itself ( third edition ) consists of 1255 
crown 16 mo. pages ( I ) — the whole material should be distributed 
among three volumes, the first to contain the Budget Speeches and 
other speeches and writings on economic subjects, the second, those on 
political subjects, and the third, Miiicellaneous. 

These proposals were accepted by the Council of the Sabha, and 
the Council charged the Committee itself with the duty of arranging 
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for the publioation. The Committee had, in the meanwhile, beeh 
deprived of the assistance of two of its members, because Prof, D, G. 
Karve, owing to his many important preoccupations, was unable to 
take part in the Committee’s work except at the earliest stage, while 
Prof. Limaye’s untimely death in January 1961 robbed the Committee 
of his services. So the Committee entrusted the editing work to 
Prof, R. P. Patwardhan and Sltti D. V. Ambekar and decided that 
Vol. I, on Economic subjects, should be brought out in the first 
instance. 

Shri Ambekar began by making a careful list of all Gukhale’s 
speeches in the Legislatures and making copies of the text of the 
speeches from the original official Proceedings, The text printed in 
this volume may therefore be taken as a faithful copy of the original, 
except in those rare instances in which the original printed Proceed- 
ings themselves contained obvious errors. These, of course, have 
been corrected. The text of Qokhale’s oral evidence before the Welby 
Commission, similarly, has been taken from the official Report of the 
Commission, while that of his written evidence has been taken from 
the copy printed by the Committee of the Indian National Congress in 
London, as it is not given in the Report of the Commission itself. 

Brief introductory notes have been given at the beginning of the 
Speeches, so as to make the context clear. Footnotes have been given 
to explain allusions, etc. Headings hare also been inserted at 
appropriate places in each speech, which, it is hoped, will help 
comprehension. 

It is a pleasure to acknowledge the help we have received from 
the staff of the Servants of India Society’s Library and especially the 
Librarian, Shri Sovani, by way of prompt supply of the necessary books. 
Special thanks are also due to one of the Library staff, Shri V. D. 
Divokar, who prepared the Index purely as a labour of love. 

We are conscious of several deficiencies in the editing, due to the 
lack of proper planning from the start. Every effort will be made to 
eliminate these defects in the succeeding volumes. At the same time, 
any suggestions from readers to make the work more useful will be 
gratefully received. 


Poona, 

July 11, 1962 


R. P. PATWARDHAN 
D. V. AMBEKAR 
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Lokamanya Tilak, writing an obituary article on Gktkhale in the 
Ke^ri of 23rd February 1915, gave as its heading a verse from 
the Mahabharata : sT g \ which means, 

“ Better burn out in a short-lived blaze than be smouldering 
for ever so long.” The quotation was singularly appropriate to 
Gokhale’s life and career. It was indeed a brilliant, but shortlived 
blaze. A graduate at eighteen. Professor at twenty, Secretary of 
the Provincial Conference at twenty-two. Editor of a serious and 
influential journal like the Quarterly of the Poona Sarvajanik Sabha 
at twenty-four, Secretary of the National Congress at twenty-nine, an 
important witness before a Royal Commission — (the Welby Commis- 
sion ) — at thirty. Provincial Legislator at thirty -four. Imperial 
Legislator at thirty-six, President of the National Congress and 
founder of an institution like the Servants of India Society at thirty- 
nine, member of a Royal Commission— ( the Islington Public Services 
Commission ) — at forty-six ; — what a brilliant career it was and 
how tragic tliat it should have been out off at the early age of forty- 
eight ! For a parallel the mind turns to the great English hnancier- 
statesman who became Chancellor of the Exchequer and Prime 
Minister at, the age of twenty-four, and continued to hold that office 
without interruption for twenty-two years, until his death at the age 
of forty .six. Pitt’s famous speech of February 17, 1792 is justly 
admired for its firm grasp of the principles of national finance ; but 
Gokhale’s evidence before the Welby Commission, given when he was 
30, or his first speech in the Imperial Legislative Council, made five 
years later, is not less striking in this way than Pitt’s speech at thirty- 
two. It was not given to Gokhale, as it was to Pitt, to serve his country 
in office, and to be a maker of Government policies. His career would 
assuredly have been more fruitful of results if his lot had been cast in 
happier times, and if he had enjoyed such opportunities ; but in one 
way it is even more remarkable than Pitt’s, inasmuch as he, unlike 
Pitt, had none of the advantages of fortune or family influence. 

At the early age of 20, Gokhale came into contact with that 
master mind of the late nineteenth century - Mahadeo Govind Ranade. 
For seven years, from 1886 to 1893, he was almost a daily visitor to 
Mr. Ranade. Gokhale’s own native enthusiasm for public work was 
no doubt greatly stimulated and guided by this daily contact with 
Ranade. Ranade was at this time the guiding spirit of more than one 
public institution. He was one of the founders of the Indian National 
0.-2 
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Congress and attended its early sessions. He was the soul of the Poona 
Sarrajanik Sabha, and the originator of the Social and Industrial Con> 
ferenoes. Qokhale became Joint Secretary of the first Bombay Provin* 
cial Conference held at Poona in November 1888, and continued as the 
Secretary of the Provincial Conference for the next four years. He 
became Secretary of the Sarvajanik Sabha and editor of its Journal in 
1890. In the previous year he had for the first time attended the 
annual session of the Indian National Congress, and he continued 
attending these sessions every year, and up to 1896, spoke on some 
resolution or other at each session. In 1896, when the Deccan Sabha was 
founded, he became its first Secretary. It was then almost as a matter 
of course that when a Royal Commission,— ^the famous Welby Commis- 
sion — was appointed in 1895 to “ inquire into the administration and 
management of the Military and Civil expenditure incurred under the 
authority of the Secretary of State for India in Council or of the 
Government of India, and the apportionment of charge between the 
Governments of the United Kingdom and of India for purposes in 
which both are interested ” - and it was decided to invite a few Indian 
witnesses to give evidence before it, Gokhale should be among them. 
His evidence before the Commission, and his performance in the 
cross-examination, were a brilliant success. Gokhale, who was only 
30 at this time, had hers to confront and be cross-examined by men 
more than twice his age, who had spent long years in administration- 
men like Sir John Peile, 63, who had been Director of Public Instruc- 
tion, Bombay, member of the first Famine Commission, member of 
the Executive Councils of the Governor of Bombay and of the Viceroy, 
and was now member of the India Council ; or Sir Donald Stewart, 72, 
who, having at the end of a long and distinguished military career held 
the office of Commander -in- Chief of India, was now also a member 
of the India Council. To stand a searching cross-examination at 
the hands of such cUien required nimbleness of wit, amplitude of 
knowledge, and firm grasp of the subject dealt with, and Gokhale 
exhibited these qualities to a remarkable degree. As an illustration 
we may cite the following passage ( pp. 588-9 ), where Sir James 
Peile is trying to get Gokhale to concede that agriculturists in India 
were increasing in prosperity. After giving the figures for the impor- 
tation of precious metals into India for 33 years, amounting to 356} 
millions in the aggregate, or an annual average of 10| millions, Sir 
James Peile asks — 

Are not these facts I have mentioned signs of decreasing, rather 
than of increasing, poverty ? 

Gokhale— I do not think so. 

Sir J. Peile— You do not ; can you tell us why ? 
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d'okUale-^lii all depends on what classes all these things go to. 
tn addition to what you have mentioned you must also be able to 
show that these increased imports of precious metals found their way 
into the pockets of the agriculturists— into the pockets of these 
poorer people. 

Chairman — May I ask a question on that ? The fact of these 
large amounts pouring into India shows that India as a whole was not 
decreasing in wealth f 

Qokhale — I do not think that they are very large sums after 
all, when you remember what a large country India is. Besides, I 
should like to know how much of that went to keep up the currency 
of the country ; how much was absorbed by Native States, and how 
much remained in British India ; 

and so on, until at last Sir J. Peile had to give up the argument, 
and go on to another point. 

We learn from a letter of Gokhalo’s to G. V. Joshi^, written three 
days after his evidence, that at the end of his evidence, he was com* 
plimented by Sir William Wedderburn, who said that his evidence 
was ‘ much the best on our side and that Caine had written to him to 
say that he had ' never seen a cleverer or more masterly exposition of 
the views of an educated Indian reformer on all the subjects dealt 
with. ' It was a tribute to young Gokhale that he was asked to make 
a first drafi/ of the Minority Report which Wedderburn, Dadabhai 
Naoroji and W. S. Caine had decided to make as members of the 
Commission. 

With such brilliant performance beliind him, Gokhale might 
have been expected to have received a hero’s welcome on his 
return home at the end of July. But Fate had willed otherwise, 
and the period immediately following his return was destined 
to be the time of his greatest humiliation in life. Plague 
had made its appearance in Poona even when Gokhale started 
for England in March 1897. Soon after his departure, strin- 
gent measures were taken by Government for stamping out the 
epidemic, involving removal of plague cases, actual or suspected, 
to hospitals, and of other inmates to segregation camps ; washing 
and fumigating of infected premises and burning of the clothing, etc. 
European soldiers were employed on these duties, and as might be 
expected, they werelnone too soft in carrying them out. Loud com- 
plaints appeared in the Press about the behaviour of the soldiers. On 
May 10, a joint memorial by the Deccan Sabha and the Anjuman-i- 
THln.ni was addressed to the Government of Bombay, m^ing allega- 


1. see footnote 1 on p. 447i 
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tions against the oonduot of the soldiers, that they did not alwayd 
respect even the sanctity of domestic shrines or the modesty of lady 
inmates, and citing definite instances of such behaviour. No reply was 
sent to the Memorial, and when questions were asked in Parliament, 
Lord Sandhurst, the Governor, telegraphed to deny all the allegations. 
Meanwhile, on June 22nd, the popular discontent found vent in the 
assassination of Mr. Rand, the LC.S. Plague Commissioner, and 
Lieut Ayerst, an officer of the Army. The news of the assassinations 
created a storm in England. The assassinations were believed to be 
the work of a deep-laid conspiracy, and people spoke as if they were 
a prelude to another 1857. Gokhale, who had all along been receiving 
reports of the Plague Committee's work in Poona, both from papers 
and from private correspondents, then gave an interview to a 
reporter of the Manclmter Guardian, in which, among other things, he 
mentioned that he had received reports from correspondents whose 
veracity he could not doubt, that two ladies had been violated by 
Bridsh soldiers, and that one of them had afterwards committed suicide. 
Questions were asked in Parliament about these reports, and the 
Secretary of State replied that Lord Sandhurst had denied their truth 
and called them a ' malevolent invention Soon after this Gokhale 
returned home, and immediately on return found that his correspond- 
ents were unable to supply proof of the reports they had sent him. 
He then made a complete and unqualified apology to Government. 
This made him extremely uni>opular with his countrymen.' Gokhale 
bowed before the storm. He felt deep anguish at heart, but he had 
not sat at Ranade’s feet for nothing. He went on doing his self-sacri- 
ficing work, as a plague volunteer and in famine relief, confident that 
the day would come “ when it would be generally recognised by my 
countrymen that this most unfortunate incident deserves to be thought 
of, so far as 1 am concerned, in sorrow and not in anger, and that 
under most trying circumstances 1 had taken the only course which 
was consistent with duty and honour." He had nut long to wait for 
the clouds to pass away, and at the end of a little more than two years > 
in December 1899, he was elected to a seat in the Bombay Legislative 
Council. 

The “ apology Incident ” described above has led to much mis- 
understanding. In reality it sets in relief, more than any other event 
in Gokhale’s life, the sterling traits of his character — his fearlessness, 
readiness to obey the call of duty, regardless of consequences, and 
sense of fairness to opponents. " Unpleasant as the episode was ’’ 
it has been well said, “ it served to bring out the true gentleman in 
Mr. Gokhale, and showed that in his hands the honour of his political 
opponents was as safe as his own”. It was these qualities, no doubt. 
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whloh, as if by instinct, drew Qandbiji to Gokhale at their very first 
meeting ( in 1896 ), — Gandhiji himself oalla it "a case of love at first 
sight”* — and led him to honour Gokhale with the title of ‘ Mahatma 

It was dtiring the period of mental anguish and multiple anxieties, 
immediately after his return home, that Gtokhale had to write his 
' rejoinder to Mr. Jacob * ( pp. 655-671 ). Mr. Stephen Jacob, who had 
been Comptroller and Auditor-General of India since 1890, had already 
been extensively examined by the Welby Commission, but after the 
Indian witnesses — D. E. Wacha, Gokhale, Sureudranath Baneijee 
and G. Subrahmanya Aiyar — ■ had been examined, he was recalled 
and examined once more, with particular reference to the points made 
1>y the Indian witnesses. Gokhale, like the other Indian witnesses, 
had to set himself to reply to Mr. Jooob’s evidence. This ‘rejoinder’ 
naturally bears marks of the stress to which Gokhale was subjected at 
the time. 

Gokhale’s membership of the Bombay Legislative Council lasted 
for only two years - 1900 and 1901 - but it included an episode which 
occasioned extraordinary commotion at the time, and produced one of 
the finest speeches that Gokhale ever made. The episode referred to 
was the introduction, on 30th May 1901, of a bill to amend the Land 
Revenue Code of 1879, and its aftermath. Under the Land Revenue 
Code of 1879, all land held under the so-called ‘ Survey tenure ’ ( i. e., 
land which had come under the Survey operations, and had generally 
been assessed thereafter ) was held in perpetuity, subject of course to 
the payment of the land revenue ( failure to pay this involving 
f orfeiture of the land to Government. ) The right of occupancy was 
also heritable and transferable. Now, the problem of rural indebted- 
ness had for a long time past become a serious one in many parts of 
the country. In the official view, the growth of rural indebtedness 
was the result mainly of the tranuferaLility of the>land under the Land 
Revenue Code. The peasant was thriftless ; he spent lavishly on 
occasions like marriages and funerals ; and when this involved him 
in pecuniary difficulties, went to the village money-lender, and 
mortgaged his land. Once in the hand of the money-lender, the 
peasant could never extricate himself ; it came ultimately to the sale 
of the land to the sawkar, and the once free peasant ended by 
becoming a serf of the sawkar. What was necessary, therefore, was 
to put a restraint on the peasant’s right of alienating his land. In the 
Punjab, owing to the exertions of a Civilian officer, Mr. S. S. Thorburn, 
an Act had been passed in 1900 — the Punjab Alienation of Land 

* Gokhale, My Political Guru, p. 53. Gandhiji goes on ; " He seemed to me all 
i wanted as a political worker — pure at crystal, gentle as a lamb, brave as a lion 
and chivalrous to a fault". 
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Act — to restrain the peasant’s power of alienating his land to Whom- 
soever he pleased. Next year, the Govemment of Bombay introduced 
a measure which went much further than the Punjab one. The time 
seemed particularly propitious, because famine conditions had 
prevailed in the Presidency almost continuously for the last three or 
four years, there had been large arrears of land revenue, and it seemed 
likely that as much as about l/3rd of the whole cultivated area of the 
Presidency would be forfeited to Government. Government therefore 
tried to rush through the bill as quickly as possible. The bill was 
published on May 18, and a meeting of the Legislative Council was 
called for the first reading on May 30 at Mahableshwar — an 
unprecedented proceeding. The Statement of Objects and Beasons 
accompanying the bill stated that “ doubts had been raised as to the 
power of the Collector under the existing Act to grant an occupancy 
for a limited period in land under the survey settlement, or to impose 
a condition that the land may not be alienated ; that in many oases, 
e. g. in Sind where land was subject to sudden diluvion, or in other 
districts where the cultivation of land required heavy manuring or 
intervals of fallow, it would infiict hardship on cultivators to insist on 
the acceptance of occupancies in perpetuity ; and that therefore the 
bill proposed to give power to the Collector to give land on short leases 
and on special terms, which may include a restriction of transferabi- 
lity. " Thus stated, the measure looked innocent enough ; A)ut its 
faivreaching, and indeed, revolutionary character was soon perceived, 
and became clear as daylight when Mr, Monteath, in moving for the 
first reading, gave it as the reason for hastening this legislation that 
' there is at present an opportunity of taking an important ' step 
towards the solution of that momentous problem of a remedy for 
agricultural indebtedness ’. ( Bomb ly Legislative Council Proceedings, 
1901, p. 179 ) ‘ We propose ’ he said, ‘ giving the Collectors authority 
to forfeit any lands for which revenue is in arrears and to regrant 
such lands without encumbrance to cultivating occupants, subject to 
the condition that the right of occupancy will lapse if the lands are 
alienated without permission. ’ ' Unless eirrears are paid off to a 
much larger extent than has been anticipated, there will be an 
opportunity of creating the special tenure in some districts on a very 
extensive scale . . . We hope that advantage will be taken to a large 
extent of the opportunity . . . There will (then) exist side by side 
occupants with full power of transfer and occupants without it, and it 
will be seen who are the more prosperous. . . . There is another 
advantage of no small importance attached to the scheme. ( As 
regards suspensions and remissions of revenue ), the occupants who 
retain the right of transfer will ordinarily be men who are not 
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entitled to any oonoession ; those who have not the power will 
ordinarily be actual oultivati^s ( who will be given the concession)’'. 
Only five non-official Indian members— Messrs. S. A. Chhatre, 
Qokuldas E. Parekh, Ibrahim Rahimtoola, Qokhale and the Ohief of 
Ichalkaranji, — were present at the Mahableshwar meeting, and 
they all opposed the introduction of the bill, but the first reading was 
carried in spite of their opposition, and the bill was referred to a 
Select Committee, which included Chhatre and Ookhalo. These latter 
submitted a minority report ( pp. 418-425 ). In the interval before 
the second reading, which was taken up on 24th August, many 
meetings were held, and^petitions poured in — among them those from 
the Deccan Sabha and the Bombay Presidency Association— protesting 
against the bill. G. V. Joshi also wrote two articles in the Times of 
India criticising the bill. In the debate on the second reading, 
Pherozeshah Mehta proposed postponement of consideration of the bill 
for six months, with a view to eliciting public opinion. All reason 
for urgency had in fact disappeared, because a large part of the 
arrears of revenue had already been paid, and the remainder also, it 
seemed, would be paid soon. Government, however, stood on their 
prestige, and rejected Pherozeshah’s proposal, and then Pherozeshah, 
Sir Bhalohandra Krishna Bhatavdekar, Gokuldas Parekh, Daji Abaji 
Khare, and Gokhale walked out of the Council Hall. That Govern- 
ment were actuated by nothing but their sense of prestige was shown 
in the cpurse of the subsequent discussion when they rejected an amend- 
ment moved by the Chief of Ichalkaranji the effect of which would 
have been to restrict the new tenure to land of the type mentioned in 
the Statement of Objects and Reasons ( i. e. land liable to be affected 
by dilution, etc. ) and to maintain the heritable and perpetual character 
of the occupancy in all other cases. 

Gokhale’s speech on the Land Revenue Code Amendment Bill 
was his last in the Bombay Legislative Council. In December 1901 
he took his seat in the Imperial Legislative Council, in the vacancy 
created by the resignation of Pherozeshah Mehta, and sat in it for the 
next 12 years - the most brilliant period of his all too short life. 

II 

At the time when Gokhale entered the Supreme Legislative Coun- 
cil, and for several decades previously, the dominant economic 
problem, which engrossed the attention of statesmen and publicists, was 
and had been the problem of poverty of the masses. That India was, 
on the whole, a very poor country, that the mass of the people enjoyed 
only a scanty subsistence, and were, therefore, impatient of taxation, 
had been recognised by Anglo-Indian statesmen very soon after the 
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transfer of India from the Company to the Crown. Since the esta- 
blishment of the East India Association in 1867, Dadabhai Naoroji 
had brought this question prominently before that body and before 
the publio. The frequency of famines in the second half of the 19th 
oenturyH( there was a famine in Orissa in 1866, one in 1873-74 in 
Bihar, in 1876.78 in Madras and Bombay, in 1896 over the whole of 
the oountey with the exception of Bengal, and the worst one in 200 
yeark, affecting nearly half the country, in 1900 ) - and the loss of 
life occasioned by them- (the Orissa famine alone carried off a 
million and a half ) - emphasised the seriousness of the problem. 
With the establishment of the National Congiess in 1885, the subject 
of Indian poverty became a constant theme of speeches at the national 
gathering. The second Congress, that at Calcutta, held under the 
presidency of Dadabhai Naoroji, gave a prominent place to a resolu- 
tion on poverty. It resolved that “ this Congress regards with the 
deepest sympathy, and views with grave apprehension, the increasing 
poverty of vast numbers of the population of India, etc.” 

Whether the poverty of India was in fact increasing or decreasing 
soon became a matter of controversy. The official view was that 
though the proverty was undoubted, it was gradually diminishing. The 
exponents of this view pointed to sruch things as the import of precious 
metals into the country, the increasing revenue under customs, and 
excise, and stamps, etc. in support of their view. In his Budget speech of 
1901 Lord Curzon said tliat the national income of India, wk-ich had 
been calculated at Bs. 27 per head in 1882, had now risen to Bs. 30. 
This argument, however, ignored the fact that the level of prices in 
1900 was at least 26^ higher than in 1882*. As pointed out above, 
Ookhale had been already cross-examined on the subject of the condi- 
tion of the agricultural classes when he appeared before the Welby 
Commission in 1897. The question was, as he said, somewhat outside 
that Cmnmission’s terms of ref,;rence and therefore he had not gone 
Into it in detail ( p. 586 ), but in his Budget speech of 1902 he devoted 
considerable attention to the subject, and made out a convincing case 
in support of bis view about • deep and deepening poverty ’ (pp. 11-14), 
It is noteworthy that in his concluding remarks, Lord Curzon made 
no attempt to reply to Cokhale’s argument, but contented himself 
with saying that he agreed with his Finance Member in regarding 

* Accordiag to the ‘ lodex Numbers of Indian Prices If 61-1931 ’( published 
by the Department of Commercial Intelligence and Statistics, Government of India) , 
with the prices of 1873 as 100, the index number (unweighted, for 39 articles), for 
1882 was 92, and (Or 1900 ,116, showing an increase of 26%; while the weighted 
Index number for 100 articles was for the two years 98 and 143 respectively 
showing an increase of 46%. 



INTRODUCTION 


zvii 


the increased receipts from customs, stamps, excise, Post office, etc. as 
evidence of increasing prosperity. The Finance Member had observed 
that it was wrong to suppose that the increase in the returns from 
Customs etc. indicated only “the prosperity of a small class, whilst the 
majority of the people are in distress. There might be grounds for 
such an idea, if we found our Customs returns increasing, only, or 
out of proportion, from importation of articles of luxury ; if we found 
our railway receipts increasing, out of proportion, from first and 
second class traffic ; if we found our Postal Savings Bank deposits 
increasing chiefly in the, accounts of the large depositors ; or, if we 
found our income-tax returns from the large incomes, rapidly aug- 
menting ; but it is the opposite of all this that is the case. As 1 have 
pointed out, it is from import duties on articles consumed by the 
agricultural and poorer classes, that we obtain rapidly increasing 
returns ; it is from goods and third class passenger traffic that our 
railways have prospered ; it is the small investors who multiply and 
increase their deposits in the Postal Savings Banks ; and it is our 
income-tax returns from incomes above Rs. 2.000 per annum, which 
fail to meet our reasonable anticipations*’. Returning to the subject 
in his Budget speech of 1903, Gokhale said in reply that if the imports 
showed an increase in cotton goods used by the poorer classes, this 
was only evidence of the ruin of the indigenous cotton industry ; that 
a few paltry increases in revenue under certain heads did not deserve 
to be taken seriously as conclusive evidence of growing prosperity ; 
and that such incontrovertible facts as an increasing 'death-rate, 
independently of famine and plj^e, and increasing rural indebted- 
ness, showed that the poverty of the country was not only deep, but 
deepening ( pp. 38-9 ). 

What were the causes of this ‘ deep and deepening ' poverty 
of the country, and what were to be the remedies ? Dadabhai 
Naoroji traced it to the annual drain of wealth from the country, 
caused by the use of foreign agency for .the administration 
of the country. He accordingly laid very great stress on the 
substitution of native for foreign agency as far as possible, and, 
with a view to this, on Simultaneous Examinations for recruitment 
to the Imperial Services. In moving the resolution for Simultaneous 
Examinations at the first Congress, he used these words : “ The 
resolution which I propose to you is of the utmost possible 
importance to India. It is the most important key to our material 
and moral advancement. All our other political reforms will 
benefit us but very little indeed if this reform of all reforms is 
not made. It is the question of life and death to India. It is the 
question of questions. “ D. E. Wacha moved the resolution on 
0.-3 
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Poverty in the second Congress, and he too said that ' one of the 
very first and most important remedies though, according to him, 
not the only one — was ‘ to minimise the foreign agency. ’ But as 
there was no prospect of any reform being carried out * until we 
succeed in attaining a position whence our protests and appeals must 
be respectfully listened to, ’ the resolution went on to ask for the 
introduction of representative institutions as 'one of the most 
important practical steps towards the amelioration of the condition of 
the people 

It is refreshing to find that the discussion on this resolution 
revealed a consciousness on the part of the delegates of the great 
complexity of the problem. Thus a member from Madras (Bao 
Bahadur A. Sabapathy Mudaliar ) said that he was certainly in 
favour of the resolution, but ' even when we have that representative 
government, the people will have to realise that the chief causes 
which have brought about the great poverty of India are not all poli- 
tical.’ Another, Pandit Jwalanth Sarma, from Calcutta, raised the 
question of population : “ we should see whether it is any undue 
increase in the population which prevents their being supplied with 
food, or the scantiness of the production due to imperfect agriculture, 
or the neglect of industrial arts, that makes us poor. We must look 
into all causes ; we must realise the fact not of a single cause but of 
a great many causes.” Another member referred to the ,Tuin of 
Indian industries : “ One cause of this increasing poverty is the 
manner in which the production of most of the manufactured 
necessaries of life, ciothing, tools, implements, etc., has been diverted 
from the hands of our countrymen into those of foreign manufac- 
turers. I do think that with a considerable body of our people in the 
several councils, means would be found to revive our ancient and 
establish new industries, so that as time went on ali our requirements 
in this line should be supplied to us by our own artisans.” And yet 
another said that if the indigenous industries were ruined, “this is not 
so such the fault of England as our own fault. We should try to 
compete with England by establishing such institutions as would 
support our own artisans, and by purchasing things from them.” This 
last is an echo of the Swadeshi movement, which had been started 
in Poona by Mr. Ganesh Vasudeo Joshi, — better known as Sarva- 
janik Eaka, — as early as 1869. The question of population too 
was broached as early as 1878 in an article in the second number of the 
Quarterly of the Poona Sarvajanik Sabha, entitled ‘ Overpopulation 
and Marriage Customs. ' The article is unsigned, but it is not unlikely 
that it was from the pen of M. G. Banade. Banade’s concern with 
the problem of population is evidenced by his paper on Indian Emigra- 
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tion, written in 1893, in which he speaks of emigration as affording a 
solution, even if partial, to the economic problems of India. A favou- 
rite idea of Banade’s, and also of Rao Bahadur G. V. Joshl’s, was 
that in the then existing conditions of India, when old Indian industries 
had been ruined by the competition of English machine-made goods, 
by the policy of Free Trade, and by the extension of Railways, it was 
the duty of the State to foster new industries - firstly by giving protec- 
tion to infant industries, but if political considerations did not allow 
this, then by subsidizing and in other ways supporting new industries. 

“ In truth, there is no difference of principle,” wrote Ranade, “ between 
lending such support and guidance, by the free use of its Credit and 
superior organisation, in pioneering Industrial undertakings, or subsi- 
dizing private co-operative effort, and its guaranteeing minimum 
interest to Railway Companies.” State action in various fornis - for 
Simultaneous Examinations ; for promoting technical education ; for 
reducing the burden of taxation, particularly by the introduction of a 
permanent settlement ; and for economy in sulministration, and in 
particular reduction in military expenditure ; - was also called for by 
the Indian National Congress, and year after year resolutions were 
passed in this sense at its sessions. Excessive military expenditure 
was criticised even by a non-official European member - Sir Griffith 
Evans - at the budget session of the Imperial Legislative Council in 
1893, He also criticised the Home Charges, and “ the tendency on 
the part of the various departments in England to shove everything 
they can on India ; e. g. mission to Persia or China.” “ The India 
Office charges also appear to be on a lavish scale.” Indeed, this 
particular abuse - charging India with expenses which did not legiti- 
mately belong to her - had been drawn attention to by Henry Fawcett 
in the House of Commons as early as 1870. 

Most of these arguments and suggestions we find adopted and 
developed by Gokhale. He did not set partioul^ store by emigration, 
as Ranade had done. Indeed, he made efforts in the contrary direc- 
tion, — to stop Indian emigration. In 1910 he moved in the Imperial 
Legislative Council that the Government should be empowered to 
prohibit the recruitment of indentured labour for the colony of Natal 
(pp. 384-294), and when Government actually stepped such 
recruitment, congratulated Government on its action ( p. 295 ). In 
1912, again, he moved a resolution recommending the prohibition of 
recruitment of indentured labour altogether, and made one of his 
finest speeches — perhaps the finest speech — in moving it (pp.349-368). 
As the resolution was opposed by Government, rejection was inevi- 
table, but it is noteworthy that the biggest vote that Gokhale ever 
obtained on any of his resolutions which were opposed by Government 
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was obtained on this. The reason why Gokhale opposed the system 
of indentured labour, and put such noble passion and eloquence into 
his speech against it, was that the system had led to great abuses, 
and he felt it an insult to India's national honour. Even Ranade had 
observed in his 1893 article : “ Without a strict enforcement of the 
Protection Laws in their interest by the Gtovernment of India, the 
Coolie Emigrants would not be able to hold their own against the 
greed of their Employers, the Planters, who are not generally noted 
for their humanity. The Magistracy and the Government machinery 
in these Colonies, being entirely in the hands of the white population, 
are not very impartial in their treatment of the Indian settlers. “ But 
notwithstanding these disadvantages, ” Ranade went on to sayi 
there can be no doubt that the system of Protected Emigration has, 
bn the whole, been very beneficial. ” The condition envisaged by 
Ranade — strict enforcement of the Protection Laws — had, however, 
not been fulfilled, and the system had bred * frightful immorality ’ and 
led to ‘ appalling human misery. ’ Gokhale s whole soul revolted against 
it. '' There are disabilities enough in all conscience *' he said in his 
1912 speech, “ attaching to our position in this country. . . . Why must 
this additional brand be put upon our brow before the rest of the 
civilised world ? '* (p. 357 ) “ India is the only country which supplies 
indentured labour at the present moment. Why should India be 
marked out for this degradation ? ** It is perhaps the most powerful 
of Gokhale's speeches in this volume, and it is impossible to read it, 
even at this distant date, without being inoved.^ • 

Nor did Gokhale lay much stress on the drain of wealth from 
India to England, of wliich Dadabhai Naoroji made so much. It is 
true that in his evidence before the Welby Commission, he conceded to 
Dadabhai that Indians were not able themselves to develop new 
industries ‘ because our capital is carried away from the country 
( p. 568 ) ; ’ that ‘ if what the nation might have saved in normal 
circumstances had remained in the country, we might have been much 
batter able to take advantage of those resources ' ( p. 569 ). In his 
1907 speech on the Swadeshi Movement, too, Gokhale puts “ the annual 
cost to India of England’s political domination at 20 crores of rupees, " 
and goes on, “If this continuous bleeding is to cease, it is incumbent 
that our men should be employed more and more in the service of the 

1. In a document which has been called “ the last political will and testament 
of Gokhale ", which was drawn up by Gokhale only a few days before his death, there 
is a clause asking that at the end of the war — ( the First World War ) — German 
East Africa, if conquered from the Germans, should be reserved for Indian coloniza* 
tion, This clause was added by Gokhale, we are told, on the insistence of the 
Aga Khan ( see Srinivasa Sastri, Life and Times of Sir Pherozeshah Mehta, pp, 162-165* 
and also Aga Khan — India in Transition, Ch XIII India's Claim to East Africa **,) 
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Stale, 80 that penaions and furlough charges might be saved to the 
country These are, however, about the only references in Gokhale's 
speeches to the subject of the drain, and on the whole he kept it out of 
sight. No doubt he felt, as did Banade, that to hold " that as bng as 
we have a heavy tribute to pay to England, ... we are doomed and can 
do nothing to help ourselves ” was * hardly a fair or manly position to 
take up. ’ 

Gokhale felt the humiliation involved in alien rule, but he oonsi* 
dered that in the peculisc circumstances of the country, progress was 
possible only through the continuance of British rule ( pp. 122, 137 ). 
Instead of inveighing, therejore, against the drain of wealth from the 
country, he devoted himself to a study of the country’s finances, ( and 
with what thoroughness did he study them I ) and showed to the 
officials, with convincing arguments, and facts and figures to support 
them, how they could be administered for the greater good of the 
people. For some years before 1902, when Gokhala made his debut in 
the Imperial Legislative Council, Indian finances hstd shown large 
surpluses. Indian Finance Ministers and Secretaries of State for India 
had looked upon these surpluses as irrefutable evidence of India’s 
prosperity, and at the Budget Session of 1902 speaker after speaker 
had congratulated the Finance Member on the surplus shown by the 
revised estimates of 1901-2. The very first sentence of Gokhale’s 
speech struck a note of dissent. ' Your Elxceilency, I fear I cannot 
conscientiously join in the congratulations which have been offered to 
the Hon'ble Finance Member on the huge surplus which the revised 
estimates show for last year. ” He pointed out that the surpluses 
were merely currency surpluses, due to the artificial raising of the 
value of the rupee, and the result, therefore, of veiled additional 
taxation. ( This had already been pointed out by Pherozeshah Mehta 
in his budget speeches of 1899 and 19 0, and by J. A. Wadia in 
moving Resolution XVII at the Congress of 1901. ' Indeed, the point 
had been made even in some of the evidence tendered to the Currency 
Committee of 1892 ) . Gokhale urgued that a system under which 
surplusss accrued for years in succession was an unsound system , because 
a surplus meant " so much more money taken from .the people, either 
through miscalculation or in other ways, than was needed for the 
requirements of Government ” ( p. 112 ). They were, moreover, 
dangerous, because they constituted ' a direct invitation to the 
Government to increase expenditure, ’ and ' a temptation to the 
authorities in England to * • shift a portion of their own burden to the 
shoulders of the Indian Government ”( p. 53 ). Large surpluses were, 
therefore, a wrong in themselves, but if they did occur, they should 
be utilized either for the remission of taxation, e. g. for reducing the 
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duties on salt, raising the minim u m limits for liability to income-tax, 
reducing the burden on the land in the temporarily-settled I^rovinces^ 
taking ofif the excise duties on cotton, etc. ; or for promoting nation- 
building activities such as education, sanitation and medical relief. 
Qokhale repeated these demands year after year in the Imi>erial 
Council. 

In his 1906 speech, he gave his view of what a ‘ comprehensive 
scheme’ for improving the condition of the masses might be. This would 
include 1 ) reduction in the State demand on land, 2 ) composition of 
rural debts, 3 ) cheap credit to the agriculturists in oases of genuine 
need, 4) Irrigation and Scientific Agriculture, 5 ) Industrial and 
Technical Education, 7 ) Free, and later. Compulsory Primary Educa- 
tion, and 7 ) Works of Sanitary Improvement. ( pp. 102-106 ). Sur- 
pluses should be utilised for such objects as these, and not for reduction 
of the unproductive debt of the country, which was so small that its 
further reduction was not a matter of much importance ( p. 112 ), nor 
for building of railways, which should be conducted out of borrowings, 
and not from surpluses, which, being ‘ so much more revenue taken 
from the people than was necessary for the requirements of Govern- 
ment,' should be spent on works needed urgently for their welfare 
( p. 134 ). Gokhale’s contention in his Budget speeches that surpluses 
should not be utilized for the construction of Railways may at first 
sight seen to run directly counter to the view maintained by him 
before the Welby Commission, that railroads should be built out of 
surpluses, and not out of borrowed capital ( p. 56ii ). ThI apparent 
contradiction is, however, resolved when we note that both the surplu- 
ses and the railways were different in 1897 from what they became in 
1902 and the following years. In 1897 the era of largo surpluses had 
not yet begun ; and the Railways were still a losing concern. 1898-99 
began the era of large surpluses, and Railways also began to yield a 
surplus from the tdrn of the century. 

Besides surpluses and their proper use, other points which 
Gokhale emphasized in his Budget Speeches were the need of reduc- 
tion in the military budget and of Indianization of the Services. He 
had already emphasized these in his evidence before the Welby 
Commission. ^ 

Till 1909 the only opportunity which non-oflScial members 
of the Legislative Council had of criticizing the administration 
and making suggestions was at the time of the annual budget, and 
even then it was not open to them to move resolutions and divide the 
Council on them. Under the Morley-Minto Reforms, they obtained 
this right, under certain conditions, and Gokhale used it to press his 
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favourite idea that surpluses should be used for promoting the welfare 
of the people. Such were his resolutions on Surpluses andj Sanitation 
in 1910 (pp. 164-170 ), on Surpluses and Provinoial Reserves in 1912 
( pp. 258-259 ) and on the Opium Pand in 1911 ( pp. 201-213 ). ( What 
Gokhale had in view with regard to this last was that as the revenue 
from Opium was destined to disappear in the course of 10 years from 
1907 as a result of the 1906 agreement with the Government of China, 
progressively diminishing amounts only should be taken credit for on 
the revenue side of the budget in each successive year, and any 
surplus over this should be put into a reserve so as to avoid the 
necessity of fresh taxation, or, in the alternative, to be utilized for 
education, sanitation, etc. ) He also moved resolutions for effecting 
reduction in the expenditure of various departments, e g , Telegraphs, 
Stationery and Printing, Railways, Mint, Salt, Police, etc. ( pp.177-184 
219-234, 260-262 ), with the double object of effecting economies, and 
of drawing attention to the paucity of Indian personnel in the various 
departments. His anxiety to see that all available resources should 
be utilized for ameliorative measures, instead of for reduction of 
unproductive debt, led him also to propose in 1912 that the cost of 
building New Delhi should be mat not from currant revenue, but from 
loans (pp. 243-251 ', and that a Committee be appointed to inquire 
into the adequacy or otherwise of the resources of Local Bodies, which 
were the authorities directly concerned with people’s education, 
sanitation, and medical relief ( pp. 369-384 ). All these proposals 
were either withdrawn or rejected by large majorities. Sometimes, 
however, — though, it must be admitted, in very few cases — they 
served their purpose. Thus Gokhale’s criticism of the working 
expenses of Railways in 1910 brought about some improvement 
next year ( p. 234 ). 

To his plea in his very first speech in the Imperial Legislative 
Council, that with large continuous surpluses for four years, it was 
wrong to maintain taxation at the existing level, the reply on the 
official side was, firstly, that they could not be absolutely sure about 
future surpluses, and secondly, that they could not reduce revenue at 
a time when they had increased expenditure in view — and that in 
directions which Gokhale would approve, such as education, police, 
public works, and sanitation. Yet next year Government did carry 
out two of Gokhale’s suggestions, viz., reduction of the salt duty, and 
the raising of the taxable minimum for income-tax from Rs. 500 to 
Rs. 1,000. In 1904 Gokhale urged further reduction in the salt duty, 
and this loo was conceded in 1905. Small grants were also made in 
the same year for education, for Police reform, and in aid of Local 
Boards. Gokhale’s suggestions for relieving Local Boards from 
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responsibility for famine relief ( p. 91 ), for still further reduotion of 
the salt duty ( p. 90 ), for grants to Local Boards for sanitation 
( p.106 ), were also acted upon in course of time. His plea that sur- 
pluses should not be used for reduotion of debt, however, met with a 
different treatment at the hands of Governmsnt. “ I am afraid ” said 
Sir James Meston, the Finance Seoretiiry, in 1911, "that in this 
respect, between the conservatism of the Finance Department and the 
radical optimism of the Hon'ble Member ( meaning Gokhale ), there is 
a great gulf fixed over which I cannot pretend to throw a bridge. Mr. 
Gokhale honestly believes that we make a fetish :of this reduotion of 
our unproductive debt. . . . We on our side brieve equally honestly that 
the presence of our unproductive debt is an incubus and that its growth 
is a danger to be averted to the best of our ability. We believe that in 
steadily striving to reduce it we act in the country’s best interest 

Nor did Gokhale’s pleats for reduction in army expenditure, and 
in the demand from land, and for abolition of the excise on cotton, 
fare any better at the hands of Government. In vain did Gokhale 
urge again and again that the strength of the army ( 330,000 men ) 
was far in excess of what the 1879 Army Commission itself had 
considered to be sufficient for India’s needs ( i. e. 180,000 men ) 
( pp. 19,34 etc. ) ; that General Brackenbury, who was Military 
Member of the Imperial Council at one time, had himself admitted in 
his evidence before the Welby Commi3.sion that tVe Indian 
army was in excess of India’s own requirements ( p. 3 ;7 ) ; that the 
defeat of Russia at the hands of Japan (|1905 ) (p. 94), and later 
the conclusion of the Anglo-Russian Convention ( 1907 ) ( p. 135 ) , 
had removed the threat from Russia, rendering possible a reduction in 
the strength of the army ; and that the fact that a considerable portion 
of the Indian Army could be spared for service in South Africa and 
China showed that its strength was in excess of Indian requirement g 
(p. 307 ). Alluding to this last argument, which had been made 
more than once from the platform of the Indian National Congress, 
Lord Gurzon said in his Budget Speech of 1900 : " Let not any 
one carry away the idea that because for a few months or even for a 
year, we have been able to spare 8,000 of our British troops for Africa, 
the British garrison in India can be permanently reduced by that 
amount There can be no more complete or foolish illusioa Because 
a man lends for a night the watchdog that guards his home to a 
neighbour who is being attacked by robbers, does it therefore follow 
that his own bouse will be able to get on in future without protec- 
tion?” The imperious Proconsul was not very happy in his argument, 
because, as events turned out, the Indian troops remained in South 
Africa not ' for a few months or even for a year ’, but for three yea/g. 
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The case of the excise duties on cotton was as bad, or perhaps 
worse. When in 1894 financial exigencies led to the imposition of 
import duties after an interval of 12 years - ( since 1882 Indian ports 
had been almost entirely free ) - cotton manufactures were carefully 
excluded from the schedule. The omission was criticised not only 
by Indian members of the Council, like Gangadharrao Chitnavis, 
Fasulbhoy Vishram, Bash Behari Ghose and the Maharaja of Dar- 
bhanga, Wt also by representatives of the European trading commu- 
nity like Mr. Playfair and Sir Griffith Evans ( both from Calcutta )« 
and even a Bengal Civilian, Mr. Charles Stevens ( later Sir Charles 
Stevens, and Lieutenant Governor of Bengal ). A few days later, in 
the course of his speech on the Financial Statement for 1894-5, Sir 
Griffith Evans referred to the matter again, and spoke of the pressure 
brought by a Lancashire deputation on the Secretary of State. “After 
a few stock phrases about disinterested concern for the poor Indian, 
they showed their teeth, and gave him to understand very plainly that 
they would do their best to turn out any Ministry that opposed 
what they considered the interest of the trade, and pointed out that 
Lancashire was strong enough to win any fight she went into in 
earnest." Later in the year, cotton goods were Included in the sche- 
dule, but a countervailing excise duty was imposed on Indian yam 
which was supposed to enter into competition with Lancashire. Still 
later, in 1896, the import duty was lowered from 5% to 3|%, and the 
same atfiount of excise duty was imposed on all Indian cotton'manu- 
factures, coarse or fine, whether entering into competition with Lanca- 
shire or not. And there the duty remained till 1926, a constant reminder 
to India of the essential character of colonialism. “The excise 
duties have done ” an English writer has said, “ more than any other 
administrative act of the British in India in modern times, to impair 
tlie moral basis upon which the British control is^supposed to rest.” 

Gokhale spoke of the cotton duties in 1902 ( p. 7 ), 1903 ( p. 31 ), 
and 1904 ( p. 55 ) ; after 1904 he made no mention of the subject for 
several years more, — perhaps because after 1904 the worst days of 
the cotton mill industry seemed to be over, and soon ‘ a great wave of 
prosperity passed over the industry ’ ( p. 329 ). When Gokhale returned 
to the subject in 1911, it was to support a resolution moved by the 
Hon’ble Mr. Dadabhoy for abolition of the excise duties. But he 
made it clear that he supported the resolution, not in the interest of 
the manufacturers, but in that of the consumers, on whom the duty 
ultimately fell, and who were the poorest of the poor ( p 330 }. And he 
suggested that the duty might be abolished only in the case of counts 
below 30, and retained for those above. This was characteristic of 
Gokhale : he considered Indian economic problems from the stand- 

Q.-4. 
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point of the toiling millions, and not from that of the rich few ; and 
this even though the Servants of India Society, which he had founded 
in 1905, found some of its chief supporters among the millionaire 
manufacturers. Thus, in 1911, when a bill to amend the law relating 
to Labour in Indian Factories came up for consideration, Gokhale 
moved an amendment imposing on the factory-owners the duty of 
giving free and compulsory education to children employed in the 
factories ( pp. 320-323 ] ; when Pandit Madan Mohan Malaviya moved 
a Resolution proposing protection for the Indian sugar industry, 
Gokhale observed that the first question to be considered in connec- 
tion with the resolution was how a measure of 'pi'ot'Oction would affect 
the cultivator (p. 336 ) ; and in 1912 he would not even support Mr. 
Dadabhoy’s proposal to raise the minimum limit for income-tax from 
Bs. 1,000 to Rs. 1,500, because such a measure would give relief to the 
middle class, whereas it was the poorer classes of the country who 
deserved relief earlier than the upper or the middle classes, since 
they bore a heavier burden, relatively to their resources, than the 
latter ( pp. 341-342 ). 

It was in keeping with Gokhale's concern for the welfare of the 
poor agriculturist that when in 1904 Government brought in a bill for 
the constitution and control of Co-operative_Credit Societies,. Gokhale 
welcomed it cordially, as a measure bearing promise of bringing some 
relief to the agriculturist and of evoking and strengthening in:hii^ “those 
qualities of prudence, thrift, self-reliance and resourcefulness, without 
which outside help can do him no great or permanent good ” ( p. 371 ). 
He suggested several improvements in the measure, such as modifica- 
tion of the principle of unlimited liability, filiation of the separate 
societies to a Central Bank, etc., which were carried out subsequently. 

Prices had begun to rise in India from about 1905, and the 
matter had begun to cause anxiety by 1908. Gokhale referred to it 
in his Budget Speeches of 1908 ( pp. 127-128 ) and 1909 ( p. 143 ), Ho 
thought that the rise of prices had something to do with the heavy 
additions to the currency made by Government. The question of 
currency had assumed unusual importance at this time. The position, 
briefly, was this. Since 1835 there had been one standard rupee in 
British India, and the mints had been open to the coinage of silver on 
private account. The gold value of the rupee depended on the gold 
price of silver bullion, and it was round about 1/1 0th of the sovereign 
for about 40 years. From 1873 onwards however, silver, and therefore 
the rupee, began to decline rapidly in value in terms of gold. This 
caused great embarrassment to the Government of India in meeting 
its sterling obligations in England, and also upset the country’s trade 
with gold-using countries. On the recommendation of the Herschell 
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Committee, therefore, it was decided in 1893 . to give up the silver 
standard in favour of a gold standard, and, as a first step, the mints 
were closed to the free coinage of silver, the object being co divorce 
the value of the rupee from that of silver bullion, and to raise, or 
rather to arrest the fall of, its value through limitation of the number 
of rupees in circulation. At the same time it was declared that gold 
coin and bullion would be received at the mints in exchange for 
rupees at the rate of Is. 4d. to the rupee, and that sovereigns and 
half-sovereigns would be similarly received at Government treasuries 
in payment of sums due to Government. This policy was successful, 
and by 1899 the value of the rupee rose to Is. 4d. The rupee thus 
became a token coin, with the artificial value of 16d., whereas its 
intrinsic value was only lOd. The problem was how to keep it 
steady at that rate. The readiness with which Government supplied 
rupees in exchange for gold or sovereigns, and the declaration, in 
1899, of the sovereign as legal tender ( as recommended by the Fowler 
Committee of 1898 ) prevented the value of the rupee from rising above 
Is. 4d. ; while Government’s readiness — ( not as unqualified as in the 
former case, and not legally binding ) — to supply sovereigns at the 
rate of Is, 4d. a rupee, and to sell sterling bills payable in London at 
about the same rate, prevented it from falling below Is. 4d. Thus all 
difficulties which Government had experienced on account of the fall 
in exchange were set at rest. The exchange was kept steady, the 
budgets yielded large surpluses, and trade went on undisturbed. There 
was a crisis in 1907-8, when owing to a falling-off of Indian exports, 
the exchange became weak ; but, by utilising all the gold in its 
reserves — the Paper Currency Reserve and the Gold Standard 
Reserve — ( which had been created in 1900 from the profits of the 
rupee coinage, and kept in London, partly in the form of gold and 
partly in securities ) — and by raising a loan in England, Govern- 
ment was able to overcome the crisis and to maintain the exchange 
value of the rupee. 

The system outlined above, — which, being neither a purely 
silver standard nor a purely gold standard, came to be known as a 
Gold Exchange Standard, — worked satisfactorily till the first World 
War. Still, it gave rise to more than one question. In the first place, 
thnp gb it provided a solution of the exchange problem, and the allied 
problem of balancing the budget, it did so only by imposing additional 
taxation, ( though in a valied manner), on the country. We have 
seen that Gokhale made this point more than once, and on that ground 
argued fw remission of taxation, etc. Then again, the currency had 
now become an artificial one 1 it was no longer automatic, as it had 
been before 1893, when the mints were open; rupees could now be 



zxviii 


INTRODDCTION 


coined only by the Government ; and may not Government make 
additions to the currency at its own sweet will ? Gokhale thought 
that this had happened, that the marked rise of prices from about 1905 
onwards was due to “ phenomenally heavy coineige ” by Government 
( p. 127 ), and he asked for “ a close and immediate investigation by a 
competent body of men ” into the question ( p. 143 ). In replying to 
Gokhale, the Finance Member, Sir E. Baker, pointed out that the figures 
of coinage given by Gokhale for 1905*7 were not those of net coinage ; 
( Gokhale himself had said that he had not been able to get the figures 
of rupees recoined during that period ) ; and that if the figures of net 
coinage were taken, the coinage during the 15 years since 1893 would 
be found to be about 5| crores a year, whereas *in the 15 years prece- 
ding the closing of the mints, it was about 7 crores a year. Further, 
that the rise of prices could not be due to redundancy of currency, 
because it began in 1905, before there was a possibility of such redun- 
dancy ; that the prices of other staples had not risen, like those of food- 
grains ; that the gold value of the rupee had not depressed in anything 
like the same proportion as the rise in the price of food-grains ; that 
prices had risen in other countries also besides India - e. g. in England, 
Germany, Egypt, and Japan ; and finally that the additions to coinage 
made by Government had been only to meet the demands of trade, 
and “ as long as Government refrained from coining rupees except upon 
demand of trade, there could be no dilution of the currency.” However, 
Government did appoint one of its officers, Mr. E. L. Datta, to make 
an inquiry into the high prices. Mr. Datta, who submitted his report 
in 1914, found that " there was no sign of a redundancy of rupees for 
any length of time." 

Other questions connected with currency were those of the 
location of the Gold Standard Reserve, and of the introduction of a 
gold currency. The Gold Standard Reserve was held in London, 
partly in gold, and partly in securities. It thus acted, in effect, as a 
support to the London Money Market. Indian leaders demanded that 
the gold in this Reserve, which belonged to India, should be held in 
India, and should be used to support Indian trade during periods of 
monetary stringency. Sir Vithaldas Thaokersey moved a resolution 
to this effect in tne Imperial Legislative Council in 1912, and Gokhale 
supported it ( p. 387 ) . The official reply was that if the Reserve were 
to be held in India, and employed in the manner desired, it would not 
bo available just when it was needed, to support weakening exchange. 
Although Sir Vithaldas's resolution was defeated, it is noteworthy 
that as many as 24 votes were cast for it, as against 33 in opposition. 

Gokhale also supported another resolution of Sir Vithaldas's, 
moved on the same day as that on the Gold Standard Reserve, for 
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d^aning the idiats to the free coinage of gold. Ooining of gold in 
India had been contemplated ever since the closing of the mints to 
silver in 1893, and the Fowler Committee had recommended it. The 
recommendation was accepted both by the Government of India and 
the Secretary of State, and in 1900 the Finance Member, Sir Clinton 
Dawkins, announced in the Imperial Council that steps were being 
taken to constitute a branch of the Mint at Bombay for the coinage 
of gold. But the Boyal Mint raised a number of difficulties, and the 
British Treasury also opposed the idea, and the plan was indefinitely 
postponed. The opposition of the Treasury was based on the ground 
that “ gold currency was not necessary for the maintenance of the 
gold standard, that even without a gold currency India was able to 
obtain whatever gold she required, and that a gold currency would be 
expensive. ” These arguments were plausible enough, but public 
sentiment in India was in favour of a gold currency, and Government 
had to take up the matter again when Sir V. Thackersey moved 
resolutions on it in 1911 and 1912. In 1912 Sir Qny Fleetwood 
Wilson gave a very sympathetic reply, and Sir Vitbaldas withdrew 
his resolution. The matter was taken up by the Government of India 
with the Home authorities, but once more the British Treasury raised 
difficulties, and ultimately the question weis referred, among others, 
to the Chamberlain Commission of 1913, which recommended that if 
Indian sentiment demanded a gold currency, and the Government 
of India wqre prepared to incur the expense, gold coins’ should 
be minted in India, but that it was not to India's advantage to 
use gold for internal circulation. The matter rested there, 
when the First World War broke out, creating new problems 
for Indian currency. As stated above, the arguments of the British 
Treasury and the Chamberlain Commission appeared plausible, but as 
remarked by Professor Cannan in his Foreword to Dr. Ambedkar’s 
book on the " Problem of the Rupee ”, the expense involved in a gold 
currency would have been trifling, and as for India not needing a gold 
currency, *'the position has been maintained not because Tfidiana 
dislike gold, but because Europeans like it so well that they cannot 
bear to part with any of it. ” 

In view of the position taken by Gokhale in 1912 it may seem 
strange that speaking in 1907 he had argued against the adoption of 
a gold currency (pp. 114-115 ). The question at that time, however, 
was about the purpose of, and the limits to be put on, the Gold 
Standard Reserve ; Gokhale argued that it was not right to allow the 
Reserve to accumulate without limit, because it would never suffice 
to ensure the conversion of rupees into gold; and he hoped that if a 
limit were to be set to the Gold Standard Reserve, any further increase 
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in it oould be diverted, directly or indirectly, to nation*buildIng 
activities. Moreover, Sir Vithaldas's resolution, which Gokhale 
supported, did not propose to aubsUiule gold currency for silver, but 
merely to add a branch at the Mint for free coinage of gold. 

m 

On the whole, the concrete results achieved through Gokhale’s 
suggestions and criticisms of ^Government policies do not seem to 
make up an impressive list, and Sir Guy Fleetwood Wilson’s compa- 
rison of Gokhale to the Indian juggler who shows a mango tree with 
leaves and blossoms and even fruit where only a few moments before 
there was nothing but a bare pot ( p. 38^ note ) seems a well-meant 
but empty compliment, devoid of all reality. This, indeed, oould not 
be otherwise, when there was a standing Government majority in the 
Councii. Yet Gokhale persisted with his self-appointed task. No doubt 
he had taken to heart the lesson taught by Ranade in 1891, when an 
elaborate memorial to Government, prepared by himself and Banade, 
on famine conditions in the Sholapur and Bijapur districts, had 
brought from Government a reply of barely two lines, saying that 
they had noted the contents of the memorial. When Gokhale had 
expressed his disappointment at the reply, Banade had said, " These 
memorials are nominally addressed to Government ; in reality they 
are addressed to the people. " Gokhale’s speeches, similarly, though 
nominally addressed to the dozen or so^ members who were present in 
the Council Hall, were really addressed to a much larger audience 
outside. Moreover, as he said in a speech at Allahabad in 1907, ‘ we 
are at a stage of the country’s progress when our achievements are 
bound to be small, and our disappointments frequent and trying. That 
is the place which it has pleased Providence to assign to us in this 
struggle, and our responsibility is ended when we have done the work 
which belongs to /ihat place It will, no doubt, be given to our countrymen 
of future generations to serve India by their successes ; we, of the 
present generation, must be content to serve her mainly by our failures.’. 

Many, perhaps most, of the views put forward by Gokhale in his 
speeches in the Legislative Councils and in his evidence before the 
Welby Commission, had been enunciated by others before him in the 
Press, as well as in the Legislative Councils and on the Congress 
platform, and notably by Dadabhai Naoroji, D. E Wacha, Bao Baha- 
dur Banade, and Bao Bahadur Joshi. Early in his career, Gokhale 
learnt from these his elders, but he outgrew his pupilage in course of 
time, and not seldom put forward independent views of his own. Thus, 
as regards the Opium revenue, which even Banade seems to have 


1. * Fifty or so ' after 1909, 
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regarded without disapprobation, Gokhale said that he had “always felt 
a sense of deep humiliation at the thought of this revenue, derived as it 
is practically from the degradation and moral ruin of the people of 
China ” ( p. 116 ), and when suggestions were made that the British 
Exchequer should make a grant to India to compensate her for the 
loss of the Opium revenue, Ookhale said that the proposal was an 
unfair one, and such as ought to be strongly deprecated ( p. 117 ). “ It 
is we who have financially benefited in the past by this Opium Revenue, 
and it is we who must be prepared to bear this loss when the Opium 
revenue is extinguished, seeing that the stain that will then be wiped 
away will be wiped away from us ” { p. 190 ). 

On Protection vs. Free Trade, again, Gokhale developed views of 
his own. In the evidence before the Welby Commission, he had 
declared himself categorically in favour of Protection (p. 568). But 
later, he distinguished between two kinds of Protection, the right kind 
and the wrong kind, and said that the right kind of Protection, if 
available, would do good to India, but as there was no likelihood of that 
kind of Protection in the existing circumstances, ' it is my deliberate 
conviction that, in our present circumstances, a policy of Free Trade, 
reasonably applied, is after all the safest policy for us’ ( p 331 ). “ Other- 
wise, influential interests, influential combinations, influential parties 
in England, who can have ready access to the Secretary of State,. . . 
will not fail to take the fullest advantage of the situation ” ( p. 333 ). 

Even with regard to those demands which were, so to say, 
common property — e. g. reduction of salt duty, permanent settlement 
of land revenue, reduction in military expenditure, Indianization of 
the Services, etc. — Gokhale had his own way of presenting them. 
He presented them with such cogent logic of carefully investigated 
facts as almost to compel agreement. In arguing for reduction in the 
salt-duty in 1903, for instance, he pointed out how ‘various Govern- 
ment spokesmen bad been, since 1888, committed to its reduction at 
the first possible opportunity ( pp. 8-9 ), and next year he met the 
contention that the salt-duty did not, after all, affect the mass of the 
population very much, and that any reduction in it would not reach 
them, but would only benefit the middleman, by citing the figrures of 
the consumption of salt during the last twenty years ( pp. 29-30 ). 
Similarly, when arguing for reduction in the demand on land, he 
compared the burden on land in India with that in other countries 
( pp. 77-78 ). And so in all the other cases There was never an 
argument by Gokhale without the relevant facts and figures. 

But to*be able to present his case in this way required close and 
careful study. No one ever questioned the accuracy of Gokhale’s 
statements, or that of the elaborately prepared statistics ( e. g, those in 
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his speech on Increase in Public Expenditure, p. 297 ) on which he 
based his arguments. The best evidence of the study which Gukhale 
devoted to the preparation of his speeches is to be found in the replies 
which be gave at the close of debate on some of his resolutions. The 
debate on the resolution on Prohibition of Indentured Labour ( pp. 349- 
368 ) may be taken as an illustration. Qokhale based his case to a 
large extent on the report of the Sanderson Committee, and a point 
on which he laid considerable stress was that the recruits who were 
sent to the Colonies under indenture were not told. of the penal provi- 
sions of the contract they were induced to enter into. Now Mr. 
Fremantle, an official member of the Council, who had himself been a 
member of the Sanderson Committee, said in reply to Gokhalo that 
though'-the penal provisions were notstated in the agreement or explained 
beforehand, after all the coolies who went under the system understood 
what they were doing. Gokhale made a telling reply, “.This, " he said 
" coming from my Hon’ble friend, is surprising. Let me appeal in the 
matter from Mr. Fremantle, Official Member of this Council, speaking 
against my Resolution, to Mr. Fremantle, member of the Sanderson 
Committee.” And he quoted from the report of the Committee, which 
had been signed by Mr, Fremantle, a passage which confirmed his 
contention that the emigrants did not realize the conditions of the new 
life before them when they entered into the agreement (pp. 362-363 ), 

The debate in the Bombay Legislative Council on the Land 
Revenue Code Amendment Bill affords another striking ’ illustration 
of the firmness and accuracy with which Gokhale made his state- 
ments. Mr. Monteath, the Revenue Member, had taken exception to 
Gokhale s statement that under the existing law forfeited lands were 
sold to the highest bidder. He had said that whatever might be the 
practice, that was not the law on the subject. “Now, my Lord, ” 
replied Gokhale, “Jt is almost presumptuous on my part to pit myself 
in this matter against the honourable member, who is well known for 
his great abilities, who has been a Revenue Officer all his life, and 
who presides at present over the Revenue Department of the 
Presidency, Still, my authority for my statement is unimpeachable. 
Here I hold in my hand the Land Revenue Code of the Presidency, and 
1 make bold to say that a reference to the provisions contained in it, on 
the subject of the disposal of forfeited lands and especially to Rule 60, 
will show that my view of the matter is absolutely correct ”. ( p. 440 ). 

But it was not merely careful study that gave its characteristic 
quality to Gokhale’s speeches ; it was also the spirit of ‘ sweet 
reasonableness ’ in which he viewed all public questions. While 
criticizing the Government, he was not inattentive to its difficulties 
“ No one denies, ” he said, “ that the difficulties of the position are 
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greats and no one expects radical or far-reaching changes all in a 
dfty- ** ( p. 49 ), A.nd he held that in the peculiar circumstances of 
India, inspite of the humiliations of the situation, no real progress for 
the country was possible without the continuance of British rule* It 
was the combination of these two characteristics, — firm grip of his 
subject, ( being the fruit of careful study ) , and fairness and 
moderation, ( the result of due appreciation of the opponent's point of 
view ) , which gave its peculiar quality to Gokhale's speeches, secured 
for him easy prominence in the Legislature, and won the admiration 
even of his bureaucratic opponents. In 1903, Lord Curzon referred to 
his Budget speech as one '^characterized by the great ability which we 
have learnt to associate with his utterances.” Of his speech on ‘ Be- 
duction or Avoidance of Debt (pp. 171-175), Sir Guy Fleetwood 
Wilson, the Finance Member, said, “ My Hon'ble friend has stated his 
case with his usual ability and fairness.” Replying to his speech on 
Increase in Public Expenditure ( 25th January 1911 ), Sir James Mes- 
ton began hy congratulating him ‘ upon the lucidity and extreme 
fairness, with which he has placed this complicated case before the 
Council,’ and went on to compare him with Gladstone, in his ** rare 
and happy knack of making figures interesting ” (p. 311, note ). Sir 
G. F. Wilson said of the same speech ; ” It is an intellectual treat to 
hear Mr. Gokhale give an exposition of his views” ( p, 317, note ). Of 
his speech on the ‘ Cost of Building New Delhi ’ ( pp. 243-251 ) the 
same men^ber said : ** Mr. Gokhale has supported his Resolution in 
that eloquent and scholarly manner which always makes it a treat to 
listen to him.” Of his great speech on Indentured Labour ( 4th March 
1912 ), Mr. Clark, the Commerce and Industries Member, said : ** He 
has argued his case with a vigour and eloquence which we have 
learnt to expect from him in this Council,” And there was the famous 
compliment paid by Sir G. F. Wilson in 1913, when Gokhale was 
unavoidably absent from the Budget debate, that to discuss the budge) 
without Gokhale was like " the play of Hamlet without Haralet.”i 
Indeed, these compliments from the ofBcial side were so profuse that 
the pleasure one feels in reading them is not unmixed with a certain 

1. The whole paragraph is worth a quotation. The Finance Member began by 
Baying ; “ 1 should like to preface my remarks by saying how deeply I regret the 
absence of one who has proved himself to be a true Servant of India, and that is 
Mr, Gokhale. I am sure that my regret will meet an echo in the heart of every man 
here, and I especially regret that he is absent owing to rather serious ill-health. Ii 
ia diffiottlt for those who served in previous Councils to express to those who are new 
to this Council what a great blank Mr. Gokhale’s absence creates. It seems to be 
the play of Hamtet without Hamlet, and 1 think we all agree in wishing him a return 
to good health and a return to the Council next year.” ( Proceedings of the Imperial 
Legislative Counoll, Vel LI p. 683 ) 
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amount o£ tr^ldation : “ How will Gokhale,” one feels, “ take these 
compliments f Will they blunt the edge of his criticism of Govern- 
ment ? ” But one feels reassured when one reads, in Qokhale’s reply, 
“ When the Hon’ble Member ( meaning Sir G. F. Wilson ) adopts a 
specially friendly attitude or a specially conciliatory tone, I don't 
mind confessing that I grow somewhat suspicious ” I (pp. 317-318 ). 

If such were the compliments paid to Gokhale by members of the 
Government whom he criticized, no wonder that encomiums should 
pour in on hfan from his own admiring countrymen, — some of them 
being by far his seniors in age, grown grey in the service of the public. 
Thus, D, £. Wacha, on reading bis speech on the Financial Statement, 
1900-1901, in the Bombay Legislative Council ( pp. 388-402 ) wrote to 
him : “ Need I congratulate you on your able speech at the Legisla- 
tive Council ? What a marvel of patient and scientific industry you 
are I ” R. C. Dutt, on reading the minority report on the Bombay 
Land Revenue Code Amendment Bill, wrote to Gokhale from London 
to say that he had read it ‘ with delight and admiration ’. On reading 
Gokhale’s first Budget speech in the Imperial Legislative Council, he 
wrote : “lam not in the habit of saying more than I mean : — and 
I can honestly assure you that I consider your Budget speech to be 
the ablest and best that has ever been made from our point of view in the 
Viceroy’s Council. . . . Your cogency of reasoning is admirable, and 
your conclusions come with irresistible force of a sledge-hammer and 
pounds ( sic ) the official sophistries into atoms. I have Uever road 
any speech made in the Viceroy’s Council, nor heard any in the 
House of Commons on an Indian subject, which was so effective or 
forcible. ... I dare to prophesy — knowing all the eminent public men in 
India, — that you will be the strongest, the foremost, and the most 
irresistible leader among them, because you are inspired by the truest 
and honestest zeal for our country *■. In August 1906, Dutt writes, 

“ You had my unstinted sympathy and admiration the day I read your 
AtsioTicspeechintheViceroy’sCouncil; and today I feel more than admi- 
ration f« you — I venerate you with all my heart and all my soul. ’’ 

Of Gokhale’s skill as a debater, it may suffice to give one or two 
illustrations. In 1911, in the course of the debate on his resolution 
for an enquiry into the growth of public expenditure, ( pp. 296 ff. ), 
Mr. Madge, a European non-official member, had said that he wel- 
comed an enquiry, because It would effectively show that there was no 
unnecessary expenditure, and in particular, that not a single European 
soldier in the army could be reduced. He added that laymen should not 
be dogmatic when speaking of military expenditure. Mr. Madge must 
have made rather a sorry figure.in the Council when Gokhale replied : 

“ If only the Hon’ble Member had remembsred his own ceunsel, we 
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should have been spared a proposition so eztrenie as that which came 
from him.” ( p. 315 ). The same member had said that an indepeU’ 
dent audit, which Grokhale had urged, was unnecessary. “ Well ", said 
Ookhale, “ in this he and I differ, which is a small matter. But he 
should realize that he also differs from some of the greatest statesmen 
of England, Germany, France, and Australia. If he likes that singu> 
lar distinction, I have no quarrel with him." ( p. 316 ). In the stune 
year, 1911, before proceeding to the discussion of the Financial State- 
ment, the President, Mr. J. L. Jenkins, made some remarks about the 
scope of the resolutions which he would hold admissible under the 
rules. Gokhale raised a discussion on the matter, and ultimately it 
ended in the President saying that he had ' sufiScient confidence in the 
skill and experience of the Hon’ble Member ( meaning Gk>khale ) as a 
debater to be sure that whatever interpretation is placed upon the rule, 
he will be able to say whatever be wishes to say"I ( pp. 196-200 ). 
Lord Curzon himself, speaking of Gokhale in the House of Lords, 
after the latter’s death, said that “ he had never met a man of any 
nationality more gifted with Parliamentary capacities. Mr. Gokhale 
would have obtained a position of distinction in any Parliament in 
the world, even in the British House of Commons." 

Of Gokhale’s style of speaking, Gandhiji has rightly said : “ He 
is not an orator in the ordinary sense of the word. He does not seek 
to rouse the feelings of his audience. His only aim is to convince 
his heareiS of what he has to say. His delivery is fast. His ammu- 
nition is his wealth of facts and figures ; his arguments persuasive and 
full of enthusiasm, and his style simple but chaste and firm. ” So, too, 
S. E. Batcliffe, sometime Editor of the Statesman ; ' Gokhale was not 
an orator, in the sense commonly intended when that much-abused 
word is commonly applied to the public speeches of the East. His 
gift of speech was perfect ; his English was without flaw. He could on 
occasion make a thrilling assault upon the emotions of his audience, 
but, as a rule, he preferred to keep a tight hold upon himself. He 
spoke straight to the intelligence, and no man could surpass him in the 
presentation of a complicated subject. He was lucidity embodied. ’’ 

For the serious student of India’s post-1857 economic history 
the speeches and writings in this volume, — a model of clear thinking 
and lucid writing — are of inestimable value. And as for the publicist, 
it will be difficult to find another instance of equally sustained, 
thoughtful, and constructive criticism of a Government’s policy by a 
non-official legislator. In India at least it has been, so far, the only one 
of its kind. Would that there wwe more such t 

R. P. patwardhan 

Poona, 19th July 1962 




important Evdnfs in dotchate's LiU 

ld66, May 9 Birth at Kotluk ( Batnagiri District ). 

1876 Migration to Kolhapur for education. 

1881 Passed matriculation examination. 

1882 Studied in Rajaram College, Kolhapur. 

1883 Studied in Deccan College, Poona. 

1884 Graduated from Elphinstone College, Bombay; and 

joined the Law Class. 

1885 Joined New English School, Poona, as a teacher. 

1886 Became a Life-member of the Deccan Education Society, 
Poona; and began teaching in Fergusson College. 
Introduced to Ranade. 

1888 Elected secretary. Bomba]? Provincial Conference. 

Edited English columns of SudJiarak. 

1889 First participation in the National Congress. 

1890 Secretary of the Sarvajanik Sabha and Editor of its 
Quarterly. 

1891 ' Appointed secretary of the Deccan Education Society. 

1895 Worked as secretary to the Reception Committee of the 
National Congress which met at Poona. 

Elected Fellow, Bombay University. 

1896 Resigned secretaryship of the Sarvajanik Sabha and 
helped in starting the Deccan Sabha, of which he 
became the first secretary. 

First meeting with Gandhiji. 

1897 First visit to England for giving evidence before the 
Welby Commission. 

Apology incident. 

1898 Organised plague relief measures at Poona. 

1899 Elected member of the Bombay Legislative Council. 

1901 Elected member of the Imperial Legislative Council. 

1902 Retired from Fergusson College. 

Elected President, Poona Municipality. 

1903 Elected additional Joint General Secretary to the 
National Congress. 



1904 Made C. I. E. 

1905 Founded the Servants of India Society. 

Second visit to England as a Congress, delegate tc 
represent India's case in view of the impending British 
General Election. 

Presided over the ITational Congress at Banaras. 

1906 1 Third and fourth visits to England to agitate for the 
1908 J prospective reforms, 

1907 Lecturing tour in Northern India. 

1908 Gave evidence before the Decentralisation Commission. 

1910 Inauguration of the Ranade Industrial and Economic 
Institute. 

1912, 1913 and 1914 Fifth, sixth and seventh visits to England 
in connection with the work of the Public Services 
Commission. 

1912 Visit to South Africa- 

Appointed member of the Public Services Commission, 

1913 Organised financial assistance for the Indian struggle 
in South Africa. 

1914 Declined offer of K.C.LE. 

Attempted a Congress compromise. 

1915 February 19 Death at Poona. 



Gokhale’s 

Speeches & Writings 


Sec. I: Imperial Legislative Council 


[ This is Ookhales first Budget Speech at the Imperial Legi^ative 
Council, delivered on Wednesday, SUth March 1902. Lord Curzon, 
the Viceroy, tuns President of the Council, and Sir Edward Itaaa tods 
Finance Member, ] 

Excessive Surpluses “ A Double Wrong ” 

Your Excellency, I fear 1 cannot conscientiously join in the 
congratulations which have been offered to the Hon’ble Finance 
Member on the huge surplus which the revised estimates show for last 
year. A sJurplus of seven crores of rupees is perfectly unprecedented 
in the history of Indian finance, and coming as it does on the top 
of a series of similar surpluses realised when the country has been 
admittedly passing through very trying times, it illustrates to my 
mind, in a painfully clear manner, the utter absence of a due 
correspondence between the condition of the people and the condition of 
the finances of the country. Indeed, my Lord, the nujre 1 think about this 
matter the more I feel — and 1 trust your Lordship will pardon me for 
speaking somewhat bluntly — that the surpluses constitute a double 
wrong to the community. They are a wrong in the first instance in 
that they exist at all — that Government should take so much more 
from the people than is needed in times of serious depression and 
suffering ; and they are also a wrong, because they lend themselves 
to easy misinterpretation and, among other things, render possible 
the phenomenal optimism of the Secretary of State for India, who 
seems to imagine that all is for the best in this best of lands. A slight 
examination of these surpluses suffices to show that they are mainly, 
almost entirely, currency surpluses, resulting from the fact that 
Government still maintain the same high level of taxation which they 
considered to be necessary to secure financial equilibrium when the 
rupee stood at its lowest. The year when the rupee touched this lowest 
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exchange value was 1894-95, the average rate of exchange realised in 
that year being only 131c/. to the rupee. Government, however, had, 
in the face of the falling rupee, resolutely maintained an equilibrium 
between their revenue and expenditure by large and continuous additions 
to the taxation of the country, and thus even in the year 1894-95, 
when the rupee touched its lowest level, the national account-sheet 
showed a surplus of seventy lakhs of rupees. From this point onwards, 
the currency legislation, passed by Government in 1893, began to bear 
fruit and the exchange value of the rupee began to rise steadily. In 
1895-96, the average rate of exchange realised was 13'64r/. and 
the surplus secured was crores. In 1^96-97 and 1897-98, the 
average rate of exchange was 14*45r/. and 15*3(/. respectively, but the 
years turned out to be famine years and the second year also one of a 
costly frontier war necessitating extraordinary expenditure for direct 
famine relief and military operations of 2 1 crores in the first year and 
9 2 crores in the second. The result was that 1896-97 closed with a 
deceit of 1*7 crores and 1897-98 with a deficit of 5*36 crores. It will, 
however, be seen that if these extraordinary charges had not C(»ni0 
upon the State, both years would have been years of suipluses, and the 
surplus for 1897-98 would have been close upon four crores of nipjo^^. 
In 1898-99, exchange established itself in the nejghbourhcx)d of 16d. — 
the average rate realised during the year being 15-98d. — and the year 
closed with a balance of 3*96 crores of rupees, after providing a crore 
for military operations on the frontier, thus inaugurating the era of 
substantial surpluses. Now we all know that a rise of 3^/. in the 
exchange value of the rupee — from 13r/. to 16^/. — means a saving of 
between four and five crores of rupees to the Government of India on 
their Home Charges alone, and I think this fact is sufficient by itself 
to explain the huge surpluses of the last four or five years. The 
following figures arajnstructive, as showing the true position of our 
revenue and expenditure, on the now basis of an artificially 
appreciated rupee : — 


Year 

Deficit or 
Surplus 

Extraordinary 
charges for 
war and 
famine relief 

Total surplus 
but for the 
extra charges 

Remarks 



( in crores of nipees ) 


1897-98 ... 

— 536 

9-21 

3-85 

A year of famine & war 

1898-99 ... 

+ 3-96 

1-09 

5-05 

Frontier operations 

1899-1900 ... 

+ 4-16 

3-5 

7.66 

A year of famine 

1900-01 ... 

+ 2-5 

6-35 

8-85 

Do ‘ 

1901-02 ... 

+ 7 

1 

8 


Total for 5 yrs. 

12-26 

21.15 

33*41 



gr 6*68 a year 



fetJDGET SPEECH, 1902 


3 


If there had been no extra charges for war and famine, the 
national revenue on the basis of the new rupee would have been found 
to exceed the requirements of Government by about 6| crores a year. 
Allowing for the savings effected in consequence of the absence of a 
portion of the troops in South Africa and China, as also for the 
generally reduced level of ordinary expenditure in famine times, and 
taking note of the fact that the opium revenue has recently turned out 
somewhat better than was expected and might reasonably be relied on, 
we still may put down the excess of our present revenue over our 
present expenditure at about five crores of rupees, which is also the 
figure of the amount saved by Government on their Home Charges as 
a consequence of the exch&nge value of the rupee having risen from 
13ff. to 167. Now, my Lord, I submit with all respect that it is not a 
justifiable course to maintain taxation at the same high level when the 
rupee stands at 167. that was thought to be necessary when it stood at 
13r/. During the last sixteen years, whenever deficits occurred, the 
Finance Member invariably attributed them to the falling rupee and 
resorted to the expedient of additional taxation, explaining that that 
was the only way to avoid national bankruptcy. During the first 
twelve years of this period, from 1885-86 — when Sir Auckland Colvin 
told the Council in his Financial Statement almost in prophetic terms 
that affairs were ‘ passing into a new phase, ’ necessitating a reconsL 
deration and revision of the fiscal status estab iished in 1882 — down to 
1896-97, there was one continued and ceaseless struggle on the part 
of the FiiTanco Department of the Govermnent of India to maintain at 
all risks and hazards a ‘ strong fina ncial position ’ in the face of a 
rapidly changing situation, and prov ide by anticipation against all 
possible dangers near and remote, fancied and real ; and not a year 
passed — literally speaking — but heralded some change in the financial 
arrangements of the country. The famine grant was suspended for 
three successive years, 1886-87 to 1888-89, then reduced for two more^ 
and permanently so in the last year of the period. Twice during these 
twelve years were the Provincial Contracts subjected to drastic revision 
( 1887 -88 and 1892-93 ), and the total gain secured to the Imperial 
Treasury on such revision and by a contraction of Provincial resources 
was full 1-10 crores ( 64 lakhs in 1887-88 and 46 lakhs in 1892-93 ). 
Furthermore, during the period, thrice ( 1886-87, 1890-91 and 1894-95) 
were the Provincial Administrations called upon to pay special con- 
tributions in aid of Imperial revenues. But the chief financial 
expedient employed to escape the supposed embarrassment of the 
time was continuous additions to the taxation of the country. 
Nina years out (jf these twelve witnessed the imposition of new taxes. 
First came the income-tax in 1886, and then followed in rapid 
succession the salt-duty enhancement of 1887-88 ( June 1888 ), 
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the petroleum and patwari-taxes and extension of the income-tax to 
Burma in 1888^89, customs on imported liquors increased in 1889-90, 
the excise-duty on Indian beer in 1890-91, the import-duty on salt-fish in 
Burma in 1892-93, the re-imposition of the 5 per cent ad valorem 
duties on imports, excluding cotton-goods, in 1893-94, and the 
extension of import-duties to cotton-goods in 1894-95. In 1896 there 
were changes in the tariff. The 5 per cent, import and excise 
duties on cotton-yarns were abolished and the import-duties on cotton- 
goods were reduced from 5 to 3§ per cent. — involving a sacrifice of 50 
lakhs of rupees as a concession to the clamour of Manchester, but a 
countervailing excise of 3^ per cent, was imposed on cotton-goods of all 
counts manufactured in Indian mills. Lasfly came the imposition of 
countervailing duties on imports of bounty-fed sugar in 1899. 

The total additional revenue raised by these measures of taxation 
during the past sixteen years has been no less than 12*30 crores a year. 

But this is not all. The land-tax, too, has come in its own automatic 
way for large augmentations during the period. Taking the ordinary 
revenue alone under the head, we find the .increase has been Rs. 2-82 
crores. One startling fact about these land-revenue collections is that 
during the six years from 1896-97 to 1901-02 ( a period including the 
two greatest famines of the country ) these collections actually 
averaged £17'43 millions a year as against £16 67 millions, the 
average for the six preceding years, Le., from 1890-91 to 1895-96. 

Putting these two heads together, the total augmentation o'E 
public burden during these years comes to over J5 crores. 

Such continuous piling up of tax on tax, and such ceaseless adding 
to the burdens of a suffering people, is probably withemt precedent in the 
anpals of finance. In India, it was only during the first few years 
following the troubles of the mutiny year that large additions were 
made to the taxation of the countiy ; but the countiy was then on the 
flood-tide of a short-lived prosperity, and bore, though not without 
difficulty or complaint, the added burden. During the past sixteen yeai-s 
the countiy has passed through a more severe phase of agricultural 
and industrial depression and yet it has been called upon to accept 
these fresh burdens — year after year — increasing without interruption, 
and all this with a view to ensuring and maintaining a ‘strong 
financial position, ’ proof against all assaults. 

The broad result of this continued series of taxing measures has 
been to fix the taxation of the country at a level far above the actual 
needs of the situ>ation. And it is the fiscal status so forced up and 
maintained, and not a normal expansion of revenue, that has enabled 
the financial administration during all these trying years not only to 
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meet out of current revenues all sorts of charges, ordinary and 
extraordinary, but to present at the close of the period abounding 
surpluses which the richest nation in Ewopa might well envy, 

A taxalim so forced as not only to maintain a budgetary 
equilibrium but to yield as well ‘ large, continuous, progressive 
surpluses ' ^ even in years of trial and sutfering — is, 1 submit, against 
all accepted canons of finance. In European countries, extraordinary 
charges are usually met out of borrowings, the object being to avoid, 
even in times of pressure, impeding the even, normal development of 
trade and industry by any spdden or large additions to the weight of 
public burdens. In India, where the economic side of such questions 
finds such scant recognition, and the principle of meeting these 
charges of the year with the resources of the year is carried to a logical 
extreme, the anxiety of the Financial Administration is not only to 
make both ends meet in good and bad years alike, but to present Uu'ge 
surpluses year after year. The HonTile Finance Member remarks in 
his Budget Statement under ‘ Army Services ’ : 

It must be remembered that India is defraying from reyenues the cost of 
undertaking both re-armament and the reform of military re-organiiation in 
important departments. I believe that this is an undertaking which has not been 
attempted by other ouuntries without the assistance of loans in some form or other. 
Even in England, extraordinary military requirements for fortifications and 
barracks hav^been met by loans for short terms of years repayable by instalments 
out of revenues. If profiting by a period of political tranquillity we oan 
accomplish this task without the raising of a loan and the imposition of a permanent 
burden on future generations, I think that we shall be able to congratulate 
ourselves on having done that which even the richest nations of Europe have not 
considered it advisable to attempt. 

Every word of this citation invites comment. How comes it 
about that India is doing in regard to these extraordinary charges 
that which even the richest nations of Europe have not considered it 
advisable to attempt V The obvious answer is that in those countries 
it is the popular assemblies that control taxation and expenditure ; in 
India the tax-payer has no constitutional voice in the shaping of these 
things. If we had any votes to give, and the Government of the country 
had been carried on by an alternation of power between two parties, 
both alike anxious to conciliate us and bid for our support, Ihe Honhle 
Member would assuredly have told a different tale. But I venture to 
submit, my Lord, that the consideration which the people of Western 
countries receive in consequence of their voting power should be avail- 
able to us, in matters of finance at any rate, through an ‘ intelligent 
anticipation ’ — to use a phrase of your Lordship’s — of our reasonable 
wishes on the part of Government. 
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But even thus — after doing what the richest nations of Europe 
shrink from attempting— meeting all sorts of extraordinary charges, 
amounting to about 70 crores in sixteen years, out of current 
revenues — we have ‘ large, continuous, progressive surpluses, ’ and this 
only shows, as Colonel Chesney^ points out in the March number of 
the N^imtee-nth Centura and After, that more money is being taken 
from the people than is right, necessary or advisable, or, in other words, 
the weight of public taxation has been fixed and maintained at an 
unjustifinUy liigh level. Taxation for financial equilibrium is what we 
all can understand, but taxation kept up in the face of the difficulties 
and misfortunes of a period of excessive depression and for ‘large* 
continuous and progressive surpluses’ is ‘evidently a matter which 
requires justification. At all events, those who have followed the course 
of the financial history of the period will admit that the fact viewed per sc 
that ‘ such large, continuous and progressive surpluses, ’ have occurred 
during the period — as being a result not of a normal expansion of fiscal 
rosources but of a forced up and heavy taxation— does not connote, as 
Lord George Hamilton^ contends, an advancing matorial prosperity 
of the country, or argue any marvellous recuperative power on the part 
of the masses, as the Hon’ble Sir Edward Law urged last year. And 
to them, at any rate, the apparent paradox of a suffering CMintry and 
an 00 ’.rfloiJOino treasury stands easily explained and is a clear proof 
of the fact that the level of national taxation is kept unjustifiably 
high, even when Government are in a position to lower that level. 

/ 

Plea for Reduction in Taxation 

This being my view of the whole question, it was to me, 1 need 
hardly say, a matter of the deepest regret that Government had not 
seen their way, in spite of four continuous years of huge surpluses, to 
take off a portion at any rata of the heavy burdens which had been 
imposed upon the country during the last sixteen years. Of course the 
whole country will feel grateful for the remission of close upon two 
crores of the arrears of land revenue. The measure is a hold, 
generous and welcome departure from the usual policy of clinging to 
the arrears of famine times, till a portion of them has to be abandoned 
owing to the shear impossibility of realising them, after they have been 
allowed to hang over the unfortunate raiyat's head, destroying his 
peace of mind and taking away from him heart and hope. The special 
grant of 40 lakhs of rupees to education will also be much appreciated 
throughout the country. But my quarrel is with the exceedingly 

L Militaiy Member of the ICxecutive Council of the Governor-General of India, 
1886-91, 

2. Secretary of State for India, 1895-1903. 
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cautious manner — a caution, I would venture to say, bordering on 
needless timidity — in which my Hon’ble friend has framed the 
Budget proposals for next year. Why should he, with four continuous 
years of fat surpluses to guide him, and no special cloud threatening 
his horizon, budget for a surplus of only li crores, when three times 
the amount would have been nearer the mark and that, again, as 
calculated by a reasonably cautious standard ? If he had only 
recognised the ordinaiy facts of our finance, as disclosed by the 
surpluses of the last four years, he would have, among other things, 
been able to take off the additional eight annas of salt duty, raise the 
taxable minimum of the income-tax to at least Rs. 1,000 a year, 
abolish the excise duty on cotton goods, and yet show a substantial 
surplus for the year. And, my Lord, the reduction of taxation in these 
three directions is the very least that Government could do for the 
people after the uncomplaining manner in which they have borne 
burden after burden during the last sixteen years. The desirability of 
raising the exemption limit of the income-tax has been frequently 
admitted on behalf of Government, and, amongst others, by yourself in 
your Lordship’s first Budget Speech. The abolition of the excise on 
cotton goods is urgently needed not only in the interests of the cotton 
industry, which is at present in a state of dreadful depression, in large 
measure due to the currency legislation of Government, but also as an 
act of the barest justice to the struggling millions of our poor, on 
whom a portion of the burden eventually falls, who have been hit the 
hardest during recent years by famine and plague, by agricultural and 
industrial depression and the currency legislation of the State, and who 
are now literally gasping for relief. In this connection I would 
especially invite the attention of Government to a speech delivered at 
the annual meeting of the Bombay Chamber of Commerce by my 
friend the Hon’ble Mr. Moses — a by no means unfriendly critic of 
Government, and one who enjoys their confidence as also that of the 
public. Mr. Moses in that speech describes with much clearness and 
force the great injury which the currency legislation of Government has 
done to our rising cotton industry. That industry, he tells us, has now 
‘reached the brink of bankruptcy,’ no less than fourteen mills being about 
to be liquidated, and some of them, brand new ones, being knocked down 
to the hammer for a third only of their original cost. Mr. Moses also 
speaks of the severely adverse manner in which the new currency has 
affected the economic position of the mass of our countrymen. 

Reduction of Salt Duty 

As regards the reduction of salt duty, I do not think any words 
are needed from any one to establish the unquestioned hardship which 
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the present rate imposes upon the poorest of the poor of our oonimunity. 
Government themselves have repeatedly admitted the hardship ; but 
in these days, when we are all apt to have short memories, I think it 
will be useful to recall some of the utterances of men responsible for 
the government of India in the matter. In 1888, when the duty was 
enhanced, Sir James Westland, the Finance Member, speaking on 
behalf of the Government of India, said : “ It is with the greatest 
reluctance that Government finds itself obliged to have recourse to the 
salt duty. ” Sir John Gorst^, Under-Secretary of State for India^ 
speaking a few days later in the House of Commons, referred to the 
matter in similar terms of regret. Lord •Cross*, then S9cr^tary of 
State for India, in his Despatch to the Government of India, dated 
12th April, 1888, wrote as follows : 

I do not . . . propose to comment at length on any of the measures adopted 
by your Government except the general increase in the duty on salt. While Ido 
not dispute the conclusion of your Government that such an increase was, under 
existing circumstances, unavoidable, I am strongly of opinion that it should be 
looked upon as temporary and that no effort should be spared to reduce the general 
duty as speedily as possible to the former rate. 

His Lordship farther iii-ged upon the attention of the Government 
of India the following weighty considerations on the point : 

I will not dwell on the great regret with which I should at any time regard the 
imposition of additional burdens on the poorest classes of the population, through 
the taxation of a necessary of life ; but, apart from all general oodsiderations of 
what is in such respects right and equitable, there are, as your Excellency is well 
aware, in the case of the salt duty in India, weighty reasons for keping it at as low 
a rate as possible. The policy enunciated by the Government in 1877 was to 
give to the people throughout India the means of obtaining an unlimited supply of 
salt at a very cheap rate, it being held that the interest of the people and of the 
public revenue were identical and that the proper system was to levy a low duty 
on an unrestricted consumption. The success of that policy hitherto has been 
remarkable; while the duty has been greatly reduced, the consumption through 
this and other causes has largely inoceased. . . . The revenue is larger now 
than it was before the reforms oommenoed in 1877, and 1 see no reason to doubt 
that the consumption will continue to increase, if it be not cheeked by enhance, 
ment of the tax. 

Speaking again at a public meeting in England, Lord Cross look 
occasion to repeat his views that * he was convinced that the earliest 
occasion should be taken to abrogate the increase in the salt tax * 
( February 38, 1889 ). In March of the same year, Sir David Barbour 


1. Under-Secretary of State for India, 1880-92. 

2. Secretary of State for India, 1886-92. 

3. Finance Member, Government of India, 1888-93 ; member of the Royal 
Commission on Gold and Silver ; Member of the Indian Currency Committee, 1898 ; 
author of a book “The Standard of Value” (1912). 
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speaking in the Vioeregal Oouncil with special reference to a proposal 
for the abolition of the income-tax, observed ; 

I think it would be an in]anioe bo grot • at to amount to a ioandal if the 
Qorernment were to take off the inoome*tax while retaining the salt duty at Its 
present fignre. 

In 1890 Sir John Oorst, in his speech on the Indian Budget in the 
House of Commons ( August 14, 1890 ), remarked : ‘ The tax ( on salt ) 
was no doubt a tax which ought to be removed and would be removed as 
aeon as it should be financially possible to do so,' Similarly, Lord George 
Hamilton himself, in a speeph on the Indian Budget Statement in the 
House of Commons ( September 4, 1895 ) emphasised the necessity for 
reducing the salt duty as early as possible, pointing out that no other 
tax pressed so heavily on the Indian people. In view of these repeated 
declarations it is a matter for great surprise, no less than for intense 
regret and disappointment, that Government have not taken the 
present opportunity to reduce a rate of duty, admittedly oppressive, on 
a prime necessary of life, which, as the late Professor Fawcett^ justly 
urged, should be * as free js the air we breathe and the water we drink.* 
It may be noted that the consumption of salt during the last fourteen 
years has been almost stationary, not even keeping pace with the 
normal growth of population — showing a rise of less than 6 per cent, 
in fourteen years against a rise of 18 per cent, in four years following 
the reduotio|i of duty in 1882 — and that the average consumption of 
the article in India is admittedly less than is needed for purposes of 
healthful existence. 

Currency Legislation Necessitates Tax-Reduction 

My Lord, the obligation to remit taxation in years of assured 
surpluses goes, I believe, with the right to demand additional revenues 
from the people in times of financial embarrassment. A succession of 
large surpluses is little conducive to economy and is apt to demoralise 
even the most conscientious Governments by the temptation it offers 
for indulging in extravagant expenditure. This is true of all countries^ 
but it is specially true of countries like India where public revenues are 
administered under no sense of responsibility, such as exists in the West, 


1, Henry FawceW (1833-1884), Professor of Political Economy in the Univer- 
sity of Cambridge and author of a Manual of Political Economy Writing about 
the salt duty in India in the sixth edition of the Manual published in 1883, he 
characterised it as " one of the heaviest imposts that is levied in any country on a 
first necessary of life." ..." If the permanent settlement in Bengal had never been 
effected ", he said. " the additional revenue vrhtch would now be obtained from the 
land would be sufficient to enable the Government to repeal so burdensome an impost 
as the duty on salt. " 
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to the governed A severe economy, a rigorous retrenchment of expen- 
diture in all branches of the Administration, consistently, of course, 
with the maintenance of a proper standard of efficiency, ought always 
to be the most leading feature — the true governing principle — of Indian 
finance, the object being to keep the level of public taxation as low 
as possible, so as to leave the springs of national industry free play 
and room for unhampered movement. Such a course is also impera- 
tively demanded by the currency policy which has been recently 
adopted by Government. That policy has, no doubt, given the 
country a stable exchange and brought relief to the Finance 
Member from his usual anxieties ; but when the final adjustment of 
prices takes place, as is bound sooner or later to happen, it will be 
found that a crushing burden has been imposed upon the vast 
majority of tax-payers in the country. It is true that general prices 
have not been as quick to adjust themselves to the new artificially 
appreciated rupee, as the rupee itself has been to respond to the 
restrictions put upon its production. This was, however, to be 
expected, as the '.force of tradition in a backward country like India 
was bound to take time to be overcome. Famine conditions during 
the last few years also retarded adjustment, but there is no doubt that 
there would be a general fall of prices sooner or later corresponding 
to the artificial appreciation of the rupee. And when that happens. 
Government will be taking about 40 per cent, more in taxation from 
producers in this land and paying to its servants *'a similarly 
augmented remuneration. This will be a terrible burden for the masses 
of the country to bear. Already, during the last few years of famine, 
they have had to suffer most serious losses in converting their 
stock of silver into rupees when the rupee had grown dearer, but its 
purchasing power had not correspondingly increased. When the 
expected adjustmtmt of general prices takes place, one curious result 
of it will be that the Government will have made a present to money- 
lenders of about 40 per cent, of the loans which these money-lenders 
have made to agriculturists — a result which surely Government could 
never have desired. In view of the great injury which the currency 
policy of Government has thus done, and will do as its results unfold 
themselves more and more, to the agriculturists and other producers of 
this country, I submit Government are bound to make to them such 
slight reparation as is possible by reducing the level of taxation as low 
as circumstances may permit. 

" Deep and Deepening Poverty ” 

My Lord, in considering the level of taxation in India and the 
administration of the revenues so raised, it is, I think, necessary to 
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bear in mind two root facts : (1) that it is the finance of a countrUT, a 
considerable part of whose revenues is, by reason of its political and 
military necessities, spent outside its borders and tpso fadx> brings no 
commercial equivalent to the country ; and (%) that it is the finance of a 
country which is not only ‘ ixxjr, very poor,' as Lord George Hamilton 
admits, but the bulk of whose population is daily growing poorer under 
the play of the economic forces which have been brought into existence 
by British rule. It is true that the fact of this growing poverty of our 
people finds no official recognition, and we have even assurances frcnn 
the highest quarters of their advancing prosperity. With all due 
deference, however, I venture to submit that we, who live in the midst of 
the hard actualities of a hard situation, feel that any such comforting 
views of the condition of the Indian people are without warrant in the 
facts of the case and we deem it our duty to urge, on behalf of the 
struggling masses no less than in the interests of good administration, 
that this fact of a deep and deepening poverty in the country should 
be frankly recognised, so that the energies of the Government might be 
directed towards undertaking remedial measures. The Hon'ble Finance 
Member sees in last year’s Customs returns a sign of the advancing 
prosperity of the people. Now, apart from the fact that it is unsafe to 
draw conclusions from the returns for any single year, since the 
imports of particular years often only technically belong to that year, 
there is, I submit, nothing in the returns of last year to bear out my 
Hon’ble friend’s contention. The bulk of our countrymen, whose econo- 
mic condition is the point at issue, have nothing to do with the imports of 
sugar or cotton manufactures, which now are practically only the finer 
fabrics. The silver imported also could not have concerned them since 
last year was a famine year, and the poorer classes, instead of buying 
any silver, parted over largo areas with the greater portion of what 
they possessed. The increase in the imports of petrolpum only means 
the larger replacement of country-oil by petroleum — a thing due to the 
enterprise of certain English companies that sell petroleum in this 
country, and the opening up of new tracts by railways. Petroleum is also 
in some places now being used for cooking purposes in place of fuel 1 
do not think, therefore, that the Hon’ble Member is justified in drawing 
from last year’s Customs returns the conclusion which he draws from 
them. The growth under Land-revenue, Excise and Stamps is some- 
times mentioned as indicating increasing prosperity. But the gpnwth 
of Land-revenue is a forced compulsory growth. It is a one-sided 
arrangement, and the people have either to pay the increased demand 
or give up their land and thereby part with the only resource they 
have. A growth of Excise-revenue, to the extent to wUch it is secured 
by increased consumption, only shows that the operations of the Abkari 
Department, with its tender solicitude for the interest of the legitimate 



tMPERUL LKGISLATJfra dOtJjfOlL 


oonsumer •^a person not recognised by the State in India in pre-Britlsli 
times --are leading to increased drunkenness in the land. This, of 
course, means increased misery and is thus the very reverse of an 
indication of increasing prosperity. Liquor is not like ordinary articles 
of consumption, which a man buys more or less as his means are larger 
or smaller. When a man takes to drink, he will go without food, and 
will sacrifice wife and children, if necessary, but he will insist on 
satisfying his craving for the spirituous poison. Similarly, an 
increase of revenue under Stamps only means an increase in litigation, 
which undoubtedly shows that the people are quarrelling more, but 
which is no proof of their growing riches. No, my Lord, the only taxes 
whose proceeds supply any indication of the material condition of the 
people are the income-tax and the salt-tax — the former, roughly 
speaking, for the middle and upper classes and the latter for the 
masses. Now, the revenue under both these heads has been more or 
less stationary all these years, and the salt revenue has not even kept 
pace with the normal growth of the population. They, therefore, lend 
no support to the contention that the people are advancing in 
material prosperity. 

My Lord, your Lordship was pleased to deal with this question at 
some length in the Budget discussion of last year, and, after analysing 
certain figures, your Lordship expressed the opinion that the ‘movement 
is, for the present, distinctly in a forward and not in % retrograde 
direction. ’ The limitations of the method adopted in that investigation 
were, however, frankly recognised by your Lordship. I think, my Lord, 
the attempt to determine the average income per head for a given 
population is useful only for the purpose of obtaining a statistical view 
of the economic condition of that people. And from this point of view, 
our average income, whether it works out to Rs. 18 or Rs, 30 or Rs. 37 
or Rs. 30 per h0a<]C is exceedingly small and shows that we are an 
exceedingly poor people. But when these calculations are used for 
taking a dynamical view of the economic situation, the method is open 
to serious objection, as the necessarily conjectural character of many 
of the data renders them of little value for such a purpose. But though 
the determination of the average income per head in a manner 
satisfactory to all is an impossible task, there is, 1 submit, ample 
evidence of another kind which can help us to a correct understanding 
of the problem. And this evidence, 1 venture to say, points 
unmistakably to the fact that the mass of our people are not only 
not progressing, but are actually receding in the matter of material 
prosperity. I have here certain tables*, compiled from official 


Vide Appendix 



fiUDdET SPEECH, 1902 lO 

publications, relating to (1) census returns, (2) vital statistics, 

( 3 ) salt consumption, ( 4 ) the agricultural out-turn of the last sixteen 
years, ( 5 ) cropped area in British India, ( 6 ) area under certain 
superior crops, and ( 7 ) exports and imports of certain commodities, 
and they establish the following propositions : 

( 1 ) that the growth of the population in the last decade has been 
much less than what it should have been, and that in some Provinces 
there has been an actual decline in the population ; 

( 2 ) that the death-rate per mille has been steadily rising since 
1884, which points to a steadily increasing number of the people being 
under-fed ; * 

( 3 ) the consumption of salt, which already in this country is 
below the standard required for healthy existence, has not kept pace 
with even this meagre growth of population ; 

( 4 ) that the last decade has been a period of severe agricultural 
depression all over India ; 

( 5 ) that the net cropped area is diminishing in the older 
Provinces ; 

( 6 ) that the area under superior crops is showing a regrettable 
diminution ; 

( 7 ) the export and import figures tell the same tale, viz,, that the 
cultivation of superior crops is diminishing. Cattle are perishing in 
large nuihbers. 

The losses of the agricultural community, owing to the destruction 
of crops and cattle and in other ways during the famines of the last 
five years, have been estimated at something like Rs. 300 crores. There 
is, again, indisputable evidence as to the fast-proceeding exhaustion of 
the soil through continuous cropping and for the most part unmanured 
tillage. Sir James Caird' wrote strongly on the point, remarking 

Crop follows orop without intermission, so that Indian agriculture is beooming 
simply a process of exhaustion 

Dr. Voelcker^ expressed a similar view. The indebtedness of the 
agricultural classes is also alarmingly on the increase. Mr. Baines, 
writing about the North-Western Provinces and Oudh, says : — 

Of the peasantry, it is estimated that nearly three-fourths have to go to the 
money-lender to enable them to tide over the interval between the spring and the 
autumn season, 

1. A member of the Famine Commission ( presided over by General R. 
Stracbey) appointed by the Government of India (1878). His book, "India. The 
Land and the People " gives his impressions of what be saw in the coarse of the 
famine inquiry, 

2. Consulting Chemist to the Royal Agricultural Society of England. Wrote 
( March 1893 ) an exhaustive report on the improvement of Indian Agriculture. 
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As regards Bombay, the MaoDonnell^ Commission write 

At leaf t one-fourtb of tho cultivators in the Bombay Freeidenoy have loft 
possesaion of their lands, less than a fifteenth are free from debt and the remainder 
are indebted to a greater or less extent. 

Similar evidence, I believe, is forthcoming about the Punjab and 
the Central Provinces. 

These and similar facts, taken cumulatively, lead, and lead 
irresistibly, to the conclusion that the material condition of the mass 
of the people in India is steadily deteriorating, and I grieve to say 
that the phenomenon is the saddest in the whole range of the economic 
history of the world. Here is a peasantny which, taken all in 
all, is inferior to no other people in industry, frugality and patient 
suffering. It has enjoyed the blessing of uninterrupted peace for 
half a century, and at the end of the period the bulk of them are 
found to be in a worse plight than they have ever been in. I submit, 
my Lord, that a fact, so startling and so painful, demands the earnest 
and immediate attention of Government, and I venture to believe that 
Government cannot afford to put off facing the situation any longer. 
An enquiry into the condition of a few typical villages has been 
suggested, and, if undertaken, will certainly clear many of the 
prevailing misapprehensions on the subject. It is urged on behalf of 
Government that no such inquiry is needed, because similar inquiries 
have been already made in the past. There is no doubt that inquiries 
Df some sort have been made, and Government have • in their 
possession a large body of valuable information on the subject — 
information which unfortunately they insist on withholding from the 
public. Why this should be so is difficult to understand, as the field 
is exclusively economic and Government ought to welcome the 
co-operation of non-official students of the subject in understanding 
and intei’preting the economic phenomena of the country. I venture 
to think that if tho papers connected with the Cromer^ inquiry of 
1882, the Dufferin^ inquiry of 1887-88 and the confidential inquiry 
undertaken in 1891-92 were published, much valuable assistance 
would be afforded to the public by Government. The same remark 
applies to the statistical memorandum and notes on the condition 
of lower classes in the rural parts furnished to the Famine Commission 

1. Antony Patrick MacDonnell ( afterwards Lord MacDonnell) (1844-1925); 
entered Indian Civil Service, 18G4 ; acting Chief Commissioner of Burma, 1889; 
Chief Commissioner of C. P., 1890 ; member of Viceroy’s Executive Council ; Lt,- 
Governor of U. P. 1895-1901 ; Chairman, Indian Famine Commission, 1901 ; 
Member, Council of India, 1903. 

2. Major Evelyn Baring, ( later Lord Cromer ) Finance Member, Govern- 
ment of India, 1880-83. Afterwards British Agent and Consul-General in Egypt. 

3. Marquis of Duff erin and Avo, Governor-General of India, 1884-88. 
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of 1898 by the Provincial Gk)>vernments, the official memorandum 
referred to by your Lordship in the Budget discussion of last year, 
‘ worked out from figures collected for the Famine Commission of 
1898, ’ the Appendices to the Report of the Famine Commission cjf 
1901, and the official Memorandum on agricultural indebtedness 
referred to by the present Lieutenant-Governor of the Punjab in his 
speech on the Punjab Land Alienation Bill — all of which documents 
have been kept confidential without any intelligible excuse. 1 think 
your Lordship will have done much to bring about a truer appreciation 
of the economic situation in the country, if you will see your way to 
publishing these valuable papers and documents, which there is really 
no reason for withholding from the public. 

Non-Indian Interests Given Precedence 

My Lord, I have so far tried to show (1) that the huge surpluses of 
the last four years are in reality only currency surpluses ; (2) that the 
taxation of the country is maintained at an unjustifiably high level and 
ought to be reduced ; and (3) that India is not only a ‘ poor, very poor ’ 
country, but that its poverty is steadily growing, and in the administra- 
tion of its finances, therefore, due regard must always be had to this 
central, all-important fact. Since the close of the beneficent Viceroyalty 
of Lord Ripon, however, our finances have been so managed as to lend 
support to the view that other interests take precedence of Indian 
interests jn the administration of Indian revenues. Thus large srnns 
have been spent out of our meagre revenues on conquest and territorial 
expansion, which have extended England’s dominion but have brought 
no benefit to the people of India. The English mercantile classes have 
been conciliated by undertaking the construction of railways on an 
unprecedentedly large scale — programme following programme in 
breathless succession — sometimes in spite of the protests of the 
Finance Member — a poi’icy which, whatever its advantages, has helped 
to destroy more and more the few struggling non-agricultural industries 
that the country possessed and throw a steadily increasing 
number on the single precarious resource of agriculture. And 
this railway expansion has gone on while irrigation, in which 
the country is deeply interested, has been more or less neglectod. The 
interests of the services were allowed to prevail, first, in the concession 
made to uncovenanted Civilians enabling them to draw their pensions 
at the high rate of lo. 9d. a rupee, and then in the grant of exchange 
compensation allowance to all European officers, civil and 
military. Military expenditure has grown by nearly 6*5 crores a 
year during the period, and will increase by crores more on account 
of the new increase in the European soldier’s pay, and the burden of 
Home Charges has grown by over three million sterling. And all this 
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while the expenditure on education from Provincial Bevenueg rose only 
by a paltry 20 lakhs or so, and domestic reforms in other directions 
have been neglected to a greater or less extent There has been much 
tedk about the growing indebtedness of the agricultural population, but 
no remedial action of a really helpful character, involving any outlay 
on the part of the State, has been undertaken. Happily, a change for 
the better again seems to have come upon the Government during the 
last three years. Your Excellency has placed the Frontier question on 
a satisfactory basis, and this is all the more remarkable because a 
certain vigorous speech of your Lordship’s delivered long before there 
was any idea of your being entrusted with the highest offtce in this 
country had seemed to commit your Lordship to the views of the 
Forward School. The recent Besolution on the land question, however 
one may disagree with the controversial part of it, is conceived in a 
spirit of large-hearted sympathy with the straggling poor, and if the 
generous principles that it lays down for the future guidance of Local 
Governments are loyally carried out, they will win for the Government 
the deep gratitude of the people. In this connection I may venture to 
state that, so far as my Presidency is concerned, the Supreme Govern- 
ment has admitted the correctness of most (yf our contentions. Thus it 
is admitted that the pitch of assessment is too high in Gujarat. In the 
matter of revision enhancements, it is frankly stated that deviations 
from the rules have occurred in the past. In paragraph 37, it is 
strongly rirged that in tracts where agricultural deterioration has, 
owing to whatever causes, taken place, there ought to be reduction 
of the State demand as a necessary measure of relief ; and 
it is freely admitted that ‘ there have been cases in which a reduction 
was not granted till the troubles of the people had been aggravated by 
their efforts to provide the full fixed demand. ’ Lastly, greater 
elasticity is now promised in revenue-collection, facilitating its 
adjustment to the variations of the seasons and the circumstances 
of the people. After these frank admissions and generous 
assurances, it is somewhat interesting to recall a speech of the Bevenue 
Member of the Bombay Government delivered two years ago in the 
Bombay Legislative Council, in which he told us, in reply to our 
suggestion that the principle of individual inquiry should be abandoned 
in respect of areas where the crop-failure was general, that a contract 
was a contract, and that though Government chose to help those whom 
it considered most in need of relief, no one could claim such relief as a 
matter of course. As regards irrigation, it is clear that its claims will 
receive fair recognition at your Lordship’s hands in the near future 
The questions of Police Beform, of Provincial Finance, Agricultural 
Banks and of Primary, Industrial and Agricultural Education are 
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all evidently receiving your Excellency’s earnest attention. One feels 
that there is something in the air which indicates that, after sixteen 
years, questions of domestic reform will once more resume their proper 
place in the councils of the Government of India, and the heart owns 
to a strange flutter of hope, not unmingled with a fear of disappoint- 
ment, because three years of your Lordship’s term are gone and no one 
can say how much may be actually accomplished in the two that 
remain. My Lord, the countiy is confronted with an economic crisis 
of unparalleled severity and no mere half-measures will be found to be 
of much avail. Not ‘ efficiency * merely, but ‘ bold and generous 
statesmanship ’ must now l)e written on the slate of the Indian Viceroy. 
If Prussia could in the course of the last century raise its serf- 
population to the position of a strong and flourishing peasantry, 
I do not see why English statesmen should allow the free 
peasantry of India gradually to sink to the level of serfs. If the State 
demand were permanently fixed in the older Provinces, where 
the conditions laid down in Sir Stafford Northcote’s^ despatch of 
1867 have been fulfilled, the measure, 1 am persuaded, would 
prove a great boon to the people. A correspondent of the Times 
of India — a journal which has rendered during these trying 
times signal services to the agriculturists of the Bombay Presidency — 
in a series of letters which have attracted general attention, has 
demonstrated in a fo]*cible manner the mischievous effects of the 
present poticy of periodical revisions — how improvements are taxed 
in spite of statutes and rules at every periodical revision, how 
lands which can leave no margin for the payment of assessment 
are assessed all the same, and how the condition of the agricul- 
tural community is steadily deteriorating. Permanent settlement 
in raiyatwari tracts cannot be open to the objection that it is 
asking the State to surrender a prospective revenue in favour of a 
‘ few individuals ’. I admit that such a measure by itself may not 
suffice to improve the condition of the agriculturists, and that it will 
be necessaiy in addition to provide for them cheap money and enable 
them to compound in some manner with their creditors. If ail these 
measures are taken, they will give the peasantry of the country a real, 
fresh start, and then Government might even place some restrictions 
on the raiyat’s power of free alienation. I am aware that the recent 
Resolution of the Government of India makes a definite pronouncement 
against permanent settlement, and that it speaks in terms of disapproval 
of the permanent settlement granted in Bengal by Lord Cornwallis. It 

1. Sit Siajford Henry Northcote, (later Earl of Iddesleigh) ( 1818-87 ), Secretary 
of State for India, 1867-68; Chancellor of the Exchequer, 1874-80; Foreign S^retary , 
1886. 


0,-3 
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seams to be forgotten, however, that the policy which Lord Cornwallis 
carried out was William Pitt’s policy, and that that great statesman 
made the land-tax permanent in England at the same time that he asked 
the Governor-General of India to grant permanent settlement to Bengal. 
Those, however, who condemn the Bengal settlement have no fault to 
find with Pitt’s fixing the land-tax in perpetuity in England. It is true 
that your Lordship’s Government has declared itself against permanent 
i^ttlement, but a position that has been reversed once may be reversed 
again, and I am not without hope that the wisdom of the proposals of 
Halifax^ and Northcote, of Canning^ and Lawrence^ —most honoured 
names among the administrators of India— may come to be appreciated 
better on some future day. 

Necessity of Mass Education 

Then the question of mass education must be undertaken in right 
earnest, and, if it is so undertaken, the present expenditure of Govern- 
ment on public education will require a vast increase. My Lord, it is 
a melancholy fact tliat while with us nine children out of every ten 
are growing up in ignorance and darkness, and four villages out of 
every five are without a school, our educational expenditure has been 
almost marking time for many years past; whereas in England, where 
every child of school-going age must attend a school, the Government 
expenditure on education has mounted from 4f millions to 111 millions 
sterling in the course of fifteen years, and Lord Rosebery is not yet 
satisfied 1 It may be asked how can the two things that 1 advocate 
simultaneously be achieved together, namely, a considerable reduction 
of taxation and a large increase in the outlay on education and other 
domestic reforms ? My answer is that the only way to attain both 
objects simultaneously is to reduce the overgrown military expenditure 
of the country. My Lord, when the strength of the Army was increas- 
ed in 1885 by 30,000 troops in spite of the protest of the Finance and 
the Law Members of the Government of India, it was pointed out by 
those twc^ officers that the then existing strength of the Army was 
really sufficient for all purposes of India — for keeping quiet within 
the borders and repelling aggression from abroad, and that if the 
contemplated increase was effected, it would only constitute a tempta- 
tion to the Indian Government to undertake undesirable schemes of 

X. Viscount Halifax, (formerly Sir Charles Wood )( 1800-1885 ), Chancellor 
of the Exchequer, 1846-52; President, Board of Control. 1852-55 ; Secretary of 
State for India, 1859-66. 

2* Viscount Canning, Governor-General of India, 1858-62. 

3» Lawrence, Governor-^General of India, 1864-69. 
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territorial aggrandizement. The Army Commission' of 1879, after an 
exhaustive inquiry, had come to the same conclusion, viz., that the 
then strength of the Army was sufficient not merely for the work of 
maintaining internal peace but also for repelling foreign aggression, 
even if Russia acted with Afghanistan as an ally. But the scare of a 
conflict with Russia was then so great that it carried everything before 
it, and the proposed additions to the Army were made In India. It 
may be noted that it was not only in India but in other parts of the 
British Empire too that large and sudden additions were then 
made to the existing garrisons, Mr. Gladstone obtaining a large 
vote of credit for the purpose. But the remarkable circumstance 
is that, whereas everywhere else the garrisons were reduced to 
their old proportions as soon as the scare passed away, in India alone 
the burden came to stay. The result of that was that the prophecy 
of Sir Auckland Colvin and his colleagues was fulfilled with painful 
promptitude, and within a year after the increases were made. Upper 
Burma was invaded, conquered and annexed. Well, my Lord, the 
contention that the additional troops were not wanted for Indian pur- 
poses is again forcibly illustrated by the fact that during the last two 
years over 20,000 troops are engaged outside India in doing the work 
of the imperial Government, and that, though one of these two years 
saw the severest famine of the last century, the peace of the country 
has continued absolutely unbroken. I am aware that in one of your 
first spesches in this Council, Your Excellency was pleased to declare 
that so long as you were at the helm of affairs in India, no suggestion 
for a reduction of the strength of the Anny would meet with any 
support at the hands of the Indian Government. Now, even if an 
opinion, expressed three years ago, be not liable to modification today, 
what we urge is, I submit, not necessarily a reduction of the strength 
of tlie Army located in India, but a reduction of its cost to the Indian 
people. What strength of the Army should be maintained in India is 
a question of high Imperial policy in which we are hot allowed a voice. 
But this, I think, we may claim, that if the strength maintained is in 
excess of India’s own requirements, as it is now plainly proved to be, 
the cost of the excess portion should, as a mere matter of justice, be 
borne by the Imperial Government. Even on the narrower ground that 
the Army in India is required for the maintenance of British rule, 
England, I submit, is as much interested in the maintenance of this rule 
here as we are, and so it is only fair that a portion of the cost should be 
borne on the English estimates. If this were done, and if Indians were 

1, special Commission appointed by the Government of India with Sir Ashley 
Eden as President to inquire into the organisation and expenditure of the Indian 
Army. 
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more widely employed in the public service of the country— more parti- 
cularly in the special departments— Government will he able to reduce 
taxation and yet find money for more education, better Provincial 
finance, active efforts for the industrial development of India afW the 
manner of the Japanese Government, and various other schemes of 
internal reform. Then will Indian finance be really placed on a 
truly sound basis, and then will our public revenues be administered 
as those of a poor country like India should be administered. 
My JiOrd, your Lordship spoke the other day in terms of striking 
eloquence of the need there is of Indians now giving up narrow views 
or limited ideals and feeling for.ihe Empire with Englishmen that new, 
composite patriotism which the situation demands. Now that is an 
aspiration which is dear to the heart of many of us also. But the 
fusion of interest between the two races will have to be much greater, 
and the people of India allowed a more definite and a more intelligible 
place in the Empire, before that aspiration is realized. Let Englishmen 
exercise a certain amount of imagination and put themselves mentally 
into our place, and they will be able to better appreciate our feeling 
in the matter. It has been said that a little kindness goes a long way 
with the people of India. That, I think, is perfectly true. Who, for 
instance, ever thought of casting a doubt on the loyalty of the Indian 
Press in the time of Lord Ripon V There was strong langpiage 
used then as now in the Press, but it was not in the Indian section of 
it. What, my Lord, is needed is that we should be enabled to feel 
that we have a Government national in spirit though ‘foreign in 
personnel— a Government which subordinates all other considerations 
to the welfare of the Indian people, which resents the indignities 
offered to Indians abroad as though they were offered to Englishmen, 
and which endeavours by all means in its power to further the moral 
and material interests of the people in India and outside India. The 
statesman who evokes such a feeling among the Indian people will 
render a great and glorious service to this country and will secure for 
himself an abiding place in the hearts of our people. Nay, he will do 
more— he will serve his own country in a true spirit of Imperialism — 
not the narrower Imperialism which regards the world as though it 
was made for one race only and looks upon subject races as if they 
were intended to be mere footstools of that race— but that nobler 
Imperialism which would enable all who are included in the Empire 
to share equally in its blessings and honours. My Lord, 1 have said 
.all this before your Lordship not merely because you happen to be 
Viceroy of India at the present moment, but also because every one 
feels that your Lordship is destined for even higher honours and for 
positions of greater responsibility and influence on your return to your 
native land. And, if this anticipation is realised, your Lordship will 
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be in a position-^ even more so than today — to infhienoe the character 
of the Government of this country in the direction we so ardently 
desire. In this hope 1 have spoken to^y, and respectfully trust 
your Lordship will forgive me if here and there 1 have spoken with a 
frankness which may appear to be somewhat unusual, but which, 
in my humble opinion, is one of the highest forms which true loyalty 
can take. 
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The Census 


Population of British India in Millions 

Census of 1881...199>04 ) Increase during the decade. 

,, ,, 189L...22125 \ 22*1 millions - 11 3 per cent. 

,, 1901... 231*01 Increase 9*76 millions » 4*4 per cent. 

A fall-off during the past decade, as compared with the previous decade— 

12*55 millions • 6*9 per cent. 

' Increase Percentage 

or 


Bind 
Lower Burma 
Upper Burma 


1891 1901 


*of increase 
decrease or decrease 


15*95 18*25 +2*3(; 


B. Bengal 

N.-W. ProTinoea^ 118*24 122-40 +4*17 
Oudh j 

C. Bombay ) 

Central Pro- 
vinces, Berar 

D. Punjab 
Madras 


14 

3*5 


29*65 27*92 -1*73 


56*49 60*64 +4*15 


Remarks 

Normal increase. 
7*6 millions less. 

4*7 millions less. 

1*4 millions less, 


A—showing a normal development. 

B dc D have a total increase of 8*3 millions on an aggregate roll of 
174*7 millions. 

C has lost 1*7 millions in lieu of a normal increase of 3 millions 
»4*7 millions the total loss. 


Vital statistics. 


Year 

Total deaths in 
millions 

Ratio per 

1882 

4*757 

23*17 ) 

1883 

4*595 

23*17 1 

1884 

5*237 

26*14 y 

1885 

5*182 

26*12 1 

1886 

5*016 

25*34 j 

1887 

5*508 

28*35) 

1888 

5*087 

25*74 j 

1889 

5*534 

27*98 y 

1890 

5*858 

30*27 

1891 

5*896 

30*49 j 

1892 

6*942 

32*401 

1893 

5*498 

25*75 

1894 

7*258 

33*97 ■ 

1895 

6*178 

28*94 J 

1896 

6*814 

32*09 ) 

1897 

7*658 

36*03 i 

1898 

5*669 

26*44 r 

1899 

6*437 

30*01 J 


Remarks, 


Average for 6ve years 
(1882-86). 24*84. 


Average for five years 
( 1887-91 ), 28*56. 


Average for four years 
( 1893-95 ). 30*26. 

Average for four years 
(1895-99, a period of 
plague and famine ), 
31*14. 


The figures for years subsequent to 1899 are not yet available, but 
the mortality during the famine of 1900-01 has been admittedly dread- 
ful in certain parts of India, 
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Salt Consumptioa 


Tear, Total eosanmption in 
millions of nmuodt 


1881-83 

28*37 

1882-83 

2979 

1883-84 

30*65 

1884-85 

33*00 

1885-86 

31-69 

1886-87 

33-72 

looreaie in five years euooeeding 
18 per cent. 

1886-87 

33-72 

1887-88 

33-063 

1888-89 

31-351 . 

1889-90 

33-046 

1890-91 

33*280 

189L-92 

34-429 1 

1892-93 

35-057 1 

1893-94 

33628 

1894-95 

34-150 

1895-96 

34*685 

1896-97 

34-062 ■* 

1897-98 

34-524 

1898-99 

35-26 1 

1899-1900 

35-05 1 

1900-1901 

35-72 ! 


rdduoiion of duty 5*35 million maunds 

During the four yeara since 1887-88, 
when the duty was enhanced, a steady 
decline in consumption took place, 
though the population of Upper Burma 
was added to the whole consuming 
population. 


A slight advance 


During the 14 yearn nince tSiSO-S? the consumption has increased 
from 33*72 to 35*72 million maunds, %, «»„ just 2 million maunds or less 
than 0 per rent. 

The cevasumption has not kept pace even with the advance in 
population and shows no development whatever, such as is exhibited 
during the five years which followed tlie reduction of the salt-duty in 
1882-83. 


Summary of Agricultural History since 1884-85 

During this period, there has been not only no advance in any of 
the older provinces but a positive retrogression in all the more 
important elements of moral well-being. 

Punjah. — Seven years of agricultural depression out of fourteen ; 
a fall-ofif in cropped areas under rice, wheat, sugarcane, and cotton ; 
the crop yield in several years below average. 

N. W- Provinces. — Six bad years out of fourteen ; a decline in 
rice, wheat, sugarcane, cotton and indigo areas ; 1892 97 were years 
of deficient harvests. 

Oiidh — Six bad years ; cropped areas stationary with a tendency 
to a fall-oif in cotton and sugarcane. 

Bengal. — Ten years of agricultural depression out of fourteen 
years of deficient harvest as well as diminished yield. 

Ceiitrcd Provinces — Seven bad years ; seven years of diminished 
cropped acreages and reduced crop yield during the past decade ; 
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cattle mortality very heavy— 3,898 million head of cattle having 
perished during 1896-99. 

Bombay, — The whole decade 1889-99-1900 was a bad decade for 
the Presidency ; six bad years culminating in the famines of 1896-98 
and 1899-01, the worst famines on record ; in the Deccan particularly 
scarcely a full crop during the past sixteen years. 

Madras. — Four bad years ; a stationary .state of things during 
the past decade with a decline in cotton and sugarcane areas. 


Two famines : Famine of 1896-98 — population affected 45-7 
millions ; the maximum number on relief 3 89 millions = 8 per cent, 
nearly. " 

Famine of 1899-1901 : population affected 25-1 millions ; the 
maximum number on relief 4*60 millions = 18 per cent. 


Cropped Area in British India. 


Year 

Total crop- 
ped area 

Double-crop. 

Net cropped Irrigated 

area area 

1890-91 

217-622 

23-248 

194-413 

28-30 

1891-92 

210-965 

23.188 

187-781 

27*23 

1892-93 

221*224 

23-305 

195-918 

26*83 

1893-94 

225*447 

28*077 

197*370 

26*70 

1894-95 

213-761 

27*160 

196*600 

23-82 

1895-96 

213*867 

24*905 

188*922 

26-73 

1896-97 

200*416 

22*905 

177*512 

29*36 

1897-98 

223*742 

27*245 

196*497 

30*41 

1898-99 

223*334 

27-166 

196*487 

S0*41 

1899-1900 

203.895 

23*745 

180-151 

31-54 



1890-91 

194*413 million acres. 



1898-99 

196-487 



Increased acreages in 
Sindi Assam^ Upper and 
Lower Buiim, Goorg and 
Ajmer. 


Increase 2*074 million acres only. 

5*34 million acres. 


Therefore, elsewhere a decrease of 3*26 million acres in the older 


Provinces. 


Thus in the older provinces, the net cropped acreage has fallen off 
simultaneously with an advance in the population. 

The irrigated area shows some expansion during the decade, but 
that is due to droughts more than to the demands of an intensive 
cultivation. 


As to double cropping, ‘Mr. Holderness^ in his Memo on the 
Food Production, North-Western Provinces and Oudh ( Appendix A ) , 


says 


1. Sir Thomas Holdernesst (1849-1954), Secretary, Revenue and Agricultural 
Departments, Government of India. 1898-1901. Author of ** Narrative of the Famine 
in India in 1896-97 “ and " Peoples and Problems of India ” ( H. U. L. ) 
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** The area whieh beare more than one crop a year is counted turice over \ . . 
This is not aoourate even in oases of genuine double-cropping, as the produce of 
two harvests from the same field is less than the produce of two fields of the 
same area. But double-cropping is not unfrequently fictitious, as it often happens 
that a field is sown for rabi because it has failed in kharif^ and is liable to be 
included in the double- cropped area.*' 

Much of the double-cropping during the decade has been owing 
to the uncertainties of the seasons more or less, and is therefore of a 
** fictitious character, ’* 


Areas under Superior Crops 

Mere cultivated areas are, however, a subordinate factor in the 
problem, the profits of cultivation depending principally on the kind 
of crop grown, and the crop-yield obtained 

As to superior croppinq^ a fall-off in areas under wheats cotton^ 
sugarcane^ oil-seeds^ jute, indigo in most provinces, as may be seen 
from the table given below. 

As to yield, the estimate of the local authorities, as given in the 
LyalU Commission’s Report, page 357 — working out to 800 lbs. per 
acre — is not endorsed by the Commission : they reject the estimates 
for Bengal as particularly unreliable and for Burma and Bombay as too 
high. The Commission are distinctly of opinion that whatever may 
have been the normal annual surplus of food-grains in 1880, the 
present surplas cannot be greater than that figure. 

Areas und^r certai7i crops in British India in million acres. 


Vear 

Wheat 

Sugar- 

cane 

Oil- 

seeds 

Cotton 

Jute 

Indigo 

1890-91 

22-03 

2-793 

11-58 

10-968 

2-479 

12-15 

1891-92 

20-18 

3-134 

12-84 

8-839 

2-100 

11-55 

1892-93 

21-48 

2-861 

13-54 

8-940 

2-181 

1323 

1893-94 

22-21 

3-033 

14-81 

10-438 

2-?30 

15-35 

1894-95 

22-76 

2-889 

13-72 

9-717 

2-275 

17-05 

1895-96 

18-53 

2-930 

12-84 

9-600 

3-248 

15-69 

1896-97 

16-18 

2-631 

10-53 

9-459 

2-215 

15-83 

1897-93 

19-94 

2-648 

12-56 

8-914 

2-159 

13-66 

1898-99 

20-22 

2-756 

12-16 

9-178 

2-690 

10-13 

1899-1900 

16-10 

2-693 

10-32 

8375 

2-070 

10-46 


A marked decline in areas under— 


Wheat 

since 1894-95 

Sugarcane 

1891-92 

Oil-seeds 

„ 1893-94 

Cotton 

„ 1893-94 

Jute 

„ 1894-95 

Indigo 

„ 1894-95 


l. Sir Jam9s Lyall, (1845-1920), Chief Commissioner C. P., 1895r-98 ; 
Chairman, Indian Famine Commission, 1898. 
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Export of Co^^on -^Fallins off aiaoe 1889-90, 

In 1889-1890—18*6 or<XBB 
In 1900-1901—10*1 ororea 
or leS9 by 8} erores 

Expert of Indigo^ A. deolina during 1881-85 to 1892-93 

„ again during 1896-7 to 1900-01 
In 1883-81—4*61 ororaa 
Last year — 8*13 ororea only 
or less by 2- 51 erores 

Export of Deolining ainoa 1892-93 

In 1883-84 — 8*89 ororea 
In 1899-1900 — 3-9 ororea only 
‘or less by 5 erores 

Export of Linseed — Falling off alnoe 1893-94 
In 1893-94 — 7»5 ororea. 

Last year — 4*45 ororea only 
or less by S erores 

Export of Sugar 1883-84— 1*17 ororea 
^ Last year — *25 ororea only 

t. e., nearly wiped out 

Export of Hides and Skins^Aa enormous increase. 

In 1880 — 3*75 ororea. 

In 1900-01—11*46 ororea. 

or more by 7| erores 

Export of Manures {bones) — A large tncrease— from 3 lakhs in 1880 to 
^ 59 lakha last year 

Export of Fodder — Also a large increase — from 19 lakha in 1893-94 to 

70 lakhs last year 

Imports of Sugar — Show an enormous expansion 
In 1880-81— 1-61 ororea 
Last year — 5*65 orores 

or more by 4 orores. 



BUDGET SPEECH, 1903 

[ At a meding of tite Imperial legislative CouncU held on Wednes* 
day, the gSth March, 1903, Lord Curzon, the Viceroy, presiding, 
Oakhale made the fallowing speech on the Finand(d Statement for 
t908'~0i presented by Sir Edward Law ] 

Measures of Relief fo Tax-payers Welcomed 

Your Excellency, — I desire at the outset respectfully to 
associate myself with what has been said by my Hon’ble colleagues, 
who have preceded me, in recognition of the important measures 
adopted by Government this year to give relief to the tax-payers of 
this country. For five successive years now, the Hon’ble Finance 
Member has been able to announce a large surplus of revenue over 
expenditure, and these surpluses have aggregated over 22 crores of 
impees, as may be seen from the following figures 




Surplus in orores 

Year 


of Rupees 

1898-1899 

••• 

3-9 

1899-1900 ... 


4-2 

1900-1901 

••• *•# 

2-5 

1901-1902 ... 

••• ••• ••• 

7.4 

1902-1903 

... 

11 


Total for five years ... 

2U 


Moreover, a sum of over eleven crores has been spent during the 
period out of current revenues for meeting extraordinary charges, but 
for which the aggregate surplus would have amounted to over 33 
crores of rupees. My Lord, to take from the people a sura of 22 crores 
in five years over and above the requirements of Government — ordinary 
and extraordinary— at a time again when the country was admittedly 
suffering from famine and plague and general industrial depression as 
it had never suffered before, is a financial policy, the justification of 
which is not at all clear ; and 1 cannot help thinking that even the 
cautious mind of the Hon’ble Member ought to have been satisfied 
with a shorter period than five years and a smaller total surplus than 
22 crores to be able to recognise that with a 16d. rupee Govenment 
were bound to have large and recurring surpluses year after year, 
when the level of taxation had been so determined as to secure financial 
equilibrium on the basis of a 13d. rupee. However, it is better late 
than never, and I sincerely rejoice that my Hon’ble friend was at last 
able to advise Government that the time had come when the claims 
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of the tax-payers, who have had to submit to Gontinuous and ceaseless 
additions to the taxation of the country during the last eighteen years, 
to some measure of relief might be safely considered. My Lord, as 
regards the particular form of relief decided upon by Government, 
I have nothing but the warmest congratulations to offer. I confess I 
was not without apprehension that Lancashire, with its large voting 
strength in the House of Commons and its consequent influence with 
the Secretary of State for India, might once more demonstrate how 
powerless the Indian Government was to resist its demands and that 
the abolition of cotton-duties might take precedence of the reduction of 
the duty on salt. My fears,, however, have happily been proved to be 
groundless, and I respectfully beg leave to congratulate Government 
on the courage, the wisdom and the statesmanship of their decision. 
Public opinion in India has for a long time prayed for these very 
measures of relief, and the National Congress has, year after year, 
urged upon the attention of Government the necessity of raising the 
taxable minimum limit of the income-tax from five hundred rupees to 
one thousand, and of reducing the duty on salt from Rs. 3-8 a maund 
to Rs. 3 at the earliest opportunity. My Lord, 1 am surprised to hear 
the opinion expressed in some quarters that the reduction of the 
salt-duty will not really benefit the vast mass of our population, but 
that it will only mean larger profits to small traders and other 
middlemoa I think that those who express such an opinion 
not only iguore the usual effect on prices of competition among the 
sellers of commodities, but that they also ignore the very obvious 
lesson which the figures of salt consumption during the last twenty 
years teach us. An examination of these figures shows that, during 
the five years that followed the reduction of the salt duty in 1883, the 
total consumption of salt advanced from 38-37 millions of maunds to 
33-71 millions— an increase of 5-35 million maunds or fully 18 per 
cent. In 1887-88, the duty was raised from Rs. 3 to Rs. 3-8 a maund, 
which not only arrested the steady increase of the previous five years, 
but actually led to a reduced consumption during the next four years, 
and this in spite of the fact that the figures for these years included 
for the first time the figures of salt consumption in Upper Burma. It 
was not till 1891-93 that the ground thus lost was again recovered, but 
since then consumption has remained virtually stationary, only a 
very slight advance of less than 6 per cent, being recorded in fourteen 
years as against an increase of 18 per cent in five years previous to 
the enhancement of the salt duty. My Lord, I am confident that what 
has happened before will happen again, and that the Finance Member 
win not have to wait long before he is able to announce that the con- 
sumption of salt is once again steadily on the increase, that the loss of 
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revenue caused by the reduction in duty at present will be only & 
temporary loss, and that in a few years’ time it will disappear altoge- 
ther in consequence of increased consunlption. 

i^ain, niy Loi'd, I have heard the opinion expressed that the duty 
dh salt does not after all constitute any serious burden on the resources 
of the poorer classes of our community, because this duty, it is urged, 
is the only tax which they contribute to the State. Here, again, I must 
say that those who express such a view hardly realise what they are 
talking about. Our revenue is principally derived from Land, Opium > 
Salt, Excise, Customs, Assessed Taxes, Stamps, Forests, Registration 
and Provincial Rates. Of these, the Opium Revenue is contributed by 
the foreign consumer and may be left out of account. Of the 
remaining heads, the proceeds of the Assessed Taxes are the only 
receipts that come exclusively from the middle and upper classes of the 
people, and they are represented by a comparatively small sum, being 
less than two crores of rupees a year. On the other hand, the bulk of 
the Salt Revenue comes from the pockets of the poorer classes. The 
Abkari Revenue again is contributed mainly by them ; so also is the 
Forest Revenue. Under Stamps and Registration, they contribute their 
fair share — possibly more than their share, as the bulk of our litigation 
is about small sums. I believe they also contribute their share under 
Customs. And as regards Land Revenue and Provincial Rates, in 
raiyatwari tracts at any rate, a large proportion of this revenue comes 
from very poor agriculturists. So far, therefore, from contributing less 
than their fair .share to the exchequer of the State, the poorer classes of 
our community contribute, as a matter of fact, much more than they 
should, relatively to their resources ; and Government have, therefore, 
done wisely in deciding to give relief to these classes by a reduction of 
the duty on salt. I trust it may be possible for Government to reduce 
this duty still further in the near furture, for the consumption of salt, 
which in the time of Lord Lawrence was found to be about 12 lbs. per 
head in some parts of India, is now not even 10 lbs. per head, whereas 
the highest medical opinion lays down 20 lbs. per head as a necessary 
standard for healthful existence. 

Abolition of Excise Dufies on Cotton Goods Urged 

My Lord, in the remarks which 1 made in the course of the Budget 
discussion of last year, 1 dwelt at some length on the heavy and con- 
tinuous additions made by Government to the taxation of the country 
since 1886, and 1 urged that as the currency policy adopted by Govern- 
ment had pul an end to their exchange difiSculties, some relief should 
be given to the sorely-tried tax-payers by a reduction of the Balt<^uty, 
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a raising of the taxable minimum limit of the income-tax, and the 
abolition of the excise duties on cotton-goods. Two of these three 
prayers have been granted by Government this year, and it was much 
to be wished that they had seen their way to grant the third also. These 
excise duties illustrate what John Stuart Mill has said about the 
government of the people of one country by the people of another. They 
were levied not for revenue purposes but as a concession to the selfish 
agitation of Manchester. They are maintained owing to a disinclina- 
tion on the part of Government to displease that same powerful interest, 
though the mill industry in this country, owing to various causes, not 
the least important of which is the currency policy of Government 
themselves, is in a state of fearful depression. The justification 
ostensibly urged in favour of their retention is that the principles of 
free trade would be violated if they were removed while the imports 
from Manchester were liable to Customs duties. The hollowness of 
this justification lias, however, been effectively shown up by the 
present Editor of the Times of India in the brief Introduction contri- 
buted by him to a pamphlet, published some time ago by my friend 
Mr. B. J. Padshah^ in which the question of the effect produced by 
the excise duties on the cotton industry of India has been examined 
with elaborate care and a clear grasp of principles. 

** In deferenoe to the representations ot Lancashire millowners, ** says the 
'writer of thn Introduotion, ** India was compelled to impose an excise-duty upon 
her own cotton manufactures. That is to say, she was forced to tax an internal 
industry at a peculiarly inopportune time for the benefit of Lancashire. She was 
practically sacrificed to political exigencies of the moment. The British 
Parliament has now imposed a duty— not large but enough to be felt— upon 
imported corn. India sends corn to England just as Lancashire sends piece-goods 
to India. If the British Parliament really desires to render that justice to India which 
it so frequently professes, its only logical course must be to place an excise duty on 
its own home-grown corn. Such a proposition is naturally impossible, but it serves 
to throw into strong relief the essential injustice of the present treatment of the 
Indian cotton industry. The British Parliament is willing enough to thrust 
taxation upon Indian millowners for the benefit of their Lancashire brethren ; but 
it places a protecting arm round the British farmer as against India.*' 

In no other country would such a phenomenon of the Government 
taxing an internal industry — even when it was bordering on a state 
ot collapse— for the benefit of a foreign competitor be possible, and 1 
am inclined to believe that the Government of India themselves 
regret the retention of these duties as much as any one else. I earnestly 
hope that, before another year is over, the Secretary of State for India 

1. Author of a booklet on "The Cotton Industry of India and the Cotton 
Duties", 1902. 
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and the British Cabinet will come to realise the great necessity and 
importanoe of abcdishing these duties, whose continued maintenance 
is not only unjust to a great Indian industry, but also highly impolitic 
on account of the disastrous moral effect which it cannot fail to 
produce on the public mind of India 

High Military Expenditure G-iticised 

My Lord, the Financial Statement rightly observes that for the 
first time since 1882, the Government of India have this year been able 
to announce a remission of taxation. Twenty-one years ago, a Viceroy, 
whose name will ever be dear to every Indian heart, assisted by a 
Finance Minister who has since risen to a most distinguished position 
in the service of the Empire, took advantage of the absence of any 
disturbing elements on the financial horizon to modify and partially 
reconstruct the scheme of our taxation and expenditure. The hnancial 
reforms of Lord Ripon' and Major Baring* (now Lord Cromer), 
joined to other great and statesmanlike measures of that memor- 
able administration, roused throughout the country a feeling of 
enthusiasm for British rule such as had never before been witnessed ; 
and the mind of every Indian student of political and financial questions 
constantly harks back to that time, because it sought to fulfil in a 
steady and earnest manner the higher purpose of England’s connection 
with India. The fiscal status established during that period was rudely 
disturbed in 1885 in consequence of an apprehension, of Russian aggres- 
sion on the North-Western Frontier, and a period of continuous storm 
and stress, financial and otherwise, followed, which I venture to think 
has now happily come to a close. During the fourteen years— from 
1885 to 1898— the Government of India took about 120 crores of rupees 
from the people of this country over and above the level of 1882-85 
( inclusive of aboui 12 crores for Upper Burma) under the larger heads of 
Revenue — about 36 crores under Land Revenue, 25 under Salt, 12 under 
Stamps, 18 under Excise, 15| under Customs and 13^ under Assessed 
Taxes, Nearly 80 crores out of this additional 120 crores, i. e. fully two- 
thirds, was swallowed up by the Army services, whereas the share that 
fell to the lot of public education out of this vast sum was represented by 
less than a crore of rupees. My Lord, 1 mention these facts not to 
indulge in vain regrets about a past which is now beyond recall, 
but because 1 wish earnestly and respectfully to emphasise the great 
necessity of increased expenditure in future on objects which have so 
far been comparatively neglected, as on these the ultimate well-being 

1, Governor-General of India, 1880-84. 

2. Finance Member, Government of India, 1880-83, 
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of tile people so largely depends. As things stand at present, Indian 
finance is virtually at the mercy of military considerations, and no 
well-sustained or vigorous effort by the State on an adequate scale for 
the material advancement or the moral progress of the people is possible 
while our revenues Eure liable to be appropriated in an ever-increasing 
proportion for military purposes. My Lord, I do not wish to speak 
today of the serious and alarming increase that has taken place during 
the last eighteen years in the military expenditure of the country, 
which has risen in a time of profound peace from about 17| crores— 
the average for 1882-85— to 26| crores, the amount provided in the 
current year’s Budget, i. e. by pver 50 per cent, when the revenue derived 
from the principal heads has risen from 51 crores to 69 crores unly, 
i. e., by about 35 per cent. Our Military expenditure absorbs practi- 
cally the whole of our Land-revenue and exceeds the entire' civil expen- 
diture of the country by about 2} crores, thus deiponstrating the exces- 
sive preponderance of the military factor in Indian finance. In no 
country throughout the civilised world do the Army services absorb so 
large a proportion of the national income. Not even in Russia is this 
expenditure more than one-fourth of the total ordinary revenue, while 
with us it is about one-third, omitting, of course, from the Revenue side 
Railway receipts, which are balanced by a corresponding entry on the 
Expenditure side. Military safety is no doubt a paramount considera- 
tion to which every other must yield, but military preparedness has no 
definite standard and might absorb whatever resources can be made 
available for it practically without limit Moreover, the demtuids of 
military improvement must grow more and more numerous and 
insistent as years roll by, and there can be no finality in such matters. 
Military efficiency must, therefore, as Lord Salisbury* once pointed out, 
be always relative i. e., determined in the case of each country by a 
combined consideration of its needs of defence and the resources that it 
can fairly devote for the purpose. Judged by this \est, our military 
expenditure must be pronounced to be much too heavy, and unless 
effective measure are taken to bring about its reduction, or at any 
rate prevent its further increase, there is but little hope that Gk>vem- 
ment will ever be able to find adequate funds for public education or 
other important and pressing measures of internal improvement The 
question cannot be put better than in the eloquent words used by Lord 
Mayo^ in his memorable minute on the subject dated 3rd October, 1870 
— words which are as true today as they were thirty years ago — if 
anything, even more so. 

1. Lord Saliaburf was Secretary of State for India as Lord Cranborne. 1866- 
1867 and again as Marquis of Salisbury, 1874-1878. He was thrice Prime Minister. 

2. Goverttor>General of India, 1869-72. He was assassinated at Port Blair, 
A.ndaman Istands, February 8, 1872. 
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*' Though the financial necessities of the hour, said he^ ** have brought niord 
prominently to our view the enormous cost of our army ( 16-3 crores ) as compared 
with the available resources of the country, I cannot describe fiscal difficulty as 
the main reason for the course we have taken. I consider that if our condition 
in this respect was most prosperous, we should still not be justified in spending 
one Bhilling more on our army than can be shown to be absolutely and imperatively 
necessary. There are considerations of a far higher nature involved in this 
matter than the annual exigencies of finance or the interests of those who are 
employed in the military service of the Grown. Every shilling that is taken for 
unnecessary military expenditure is so much withdrawn from those vast sums which 
it is our duty to spend for the moral and material improvement of the people. *' 

The present strength of our Army is in excess of what the Simla 
Commission^ of 1879 — of which Lord'Roberts^ was a member — 
pronounced to be sufficient both for the purpose of maintaining 
internal peace and for repelling foreign aggression, not only if Russia 
acted alone, but even if she acted with Afghanistan as an ally. 
General Brackenbury^, some time ago Military Member of the 
Governor-Generars Council, admitted in his evidence before the Welby 
Commission that the present strength was in excess of India’s 
own requirements and that a portion of it was maintained in India for 
Imperial purposes. The truth of this statement was forcibly 
illustrated during the last three years when India was able to spare, 
without apparent danger or inconvenience, a large number of troops 
for Imperial purposes in South Africa and China. Again, since the 
Army increases of 1885 were made, a great deal has been done 
at a heavy outlay of money to strengthen our coast* and frontier 
defences and to place the administration of the Army on a sounder 
basis. The armed strength has, moreover, improved in other directions 
also. The number of Volunteers has increased by nearly 13,000 men. 
The Native Army reservists now number close upon 20,000 and the 
Imperial Service troops about 18,900— both new and recent creations. 
My Lord, 1 am fyee to admit that in these matters Government are 
bound to be guided, mainly, if not exclusively, by the opinion of their 
expert military advisers. But there are certain broad features of the 
situation— certain large questions of general policy— which, 1 believe, 
it is open to every one to discuss : and 1 venture to submit, with much 
diffidence and not without a sense of responsibility, a few remarks on 
this subject for the consideration of your Excellency’s Government. Our 
Army is for all practical puiposes a standing army, maintained on a 
war footing even in times of peace. It is altogether an inexpansive 

1, A special commission appointed by the Government of India to inquire into 
the organisation and expenditure of the Army in India ( 1879). 

2, Field-Marshal Lord Roberts, Commander-in-Chief of India, 1885-93, 

3, General Sir Henry Brackcnhury ( 1837-1914 ) ; Private Secretary to Lord 
Lytton, 1880; Military Member, Governor-General's Executive Council 1891-95. 
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foroe, without any strong auxiliary supports in the country such as 
exist in European States, and its strength can be augmented only by 
an arithmetical increase of its cost. In Western countries and even 
in Japan, which has so successfully copied the Western system, the 
establishment maintained in times of peace can, owing to their splendid 
system of reserves, be increased three, four, five, even six times in 
times of war. Japan, for instance, which spends on her Army in times 
of peace about one-fourth of what we si>end, has a peace establishment 
half our own and can mobilize in times of war nearly double the 
number of men that India can. The British troops in this country are 
under the Short Service systepi, but owing to the peculiarity of the 
situation, the main advantage of Short Service — iHz., securing iat the 
country a large body of trained reservists — goes to England, while all 
the disadvantages of the system — the paucity of seasoned soldiers, 
increased payments to the British War Office for recruitment charges 
and increased transport charges — have to be borne by us. The native 
Army is in theory a Long Service army, but it was calculated by 
the Simla Army Commission, on the basis of the strength which 
then existed, that as many as 80,000 trained Native soldiers obtain- 
ed their discharge and returned to their homes in ten years’ time. 
And the formation of reserves was proposed by the Commission 
so as to keep the greater number of these men bound to the 
obligations of service and also in the hope that the reserves so 
formed in tinae of peace might ‘ enable the Government to reduce the 
peace strength of the Native Army ’. The Commission apprehended no 
political danger from such a restricted system of reserves, and it was 
calculated that the proposed reserves, if sanctioned, would absorb about 
52,000 out of the 80,000 men retiring from the Army every ten years. 
Acting on this recommendation, Lord Bufferin’s* Government decided 
on the formation of such reserves and proposed to begin with two 
kinds — regimental and territorial reserves — of which Ihe latter system 
was naturally better suited to the circumstances of such a large country 
and would undoubtedly have succeeded better. But the India Office, 
more distrustful in the matter than the men on the spot, disallowed the 
formation of territorial reserves, with the result that our reservists 
today do not number even 20,000 men. Practically, therefore, we have 
to place our sole reliance on a standing army and while the plan is, 
financially, the most wasteful conceivable, even as an organisation of 
national defence, it is radically faulty. No pouring out of money like 
water on mere standing battalions can ever give India a military strength 
and preparedness which other civilised countries possess, while the 
whole population is disarmed and the process of demartializatian con- 
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tinues apAoe. The policy of placing the main reliance fat purposes of 
defence on a standing army has now been discarded everywhere else, 
and at the present moment India is about the only country in the 
civilised world where the people are debarred from the privileges of 
cUiten toldierahip and from all voluntary participation in the responsi’ 
bilities of national defence. The whole arrangement is an unnatural 
one; one may go further and say that it is an impossible one, and if 
ever unfortunately a day of real stress and danger comes, Government 
will find it so. My Lord, I respectfully plead for a policy of a little 
more trust in the matter. .1 freely recognise the necessity of proceeding 
with great caution, and if Government are not prepared to trust all 
parts of the country or all classes of the community equally, let them 
select particular areas and particular sections of the community for 
their experiment. What I am anxious to see is the adoption of some 
plan, whereby, while a position of greater self-respect is assigned to us 
in the work of national defence, the establishments necessary during 
peace and war times may be separated and thus our finances may be 
freed from the intolerable pressure of an excessive and ever-growing 
military expenditure. 

Deteriorating Economic Condition of the Masses 

My Lord, the question which, in my humble opinion, demands at 
the present moment the most earnest and anxious attention of Govern- 
ment is the steady deterioration that is taking place in fne economic 
condition of the mass of our people. In my speech on last year’s Budget, 
I ventured to dwell at some length on this subject, and I have no wish 
to repeat again today what 1 then said. But the Hon’ble Sir Edweud 
Law has made a few observations on the question in the Financial 
Statement under discussion which I deem it my duty not to allow to 
pass unohallengefi At page 20 of the Statement, under the heading of 
Economic Progress, my Hon’ble friend observes : 

• * At a general indication of the inoreasing wealth of the taxpayers, I think 
that a very fairly oorreot estimate of the position is to be obtained by noting the 
inorease in revenue returns under beads the returns from whioh are manifestly 
dependent on their spending power. Such heads are Salt, Excise, Customs, Post 
OfBoe and in a lesser degree Stamps, and I give the following figures, showing 

progress in revenue under these beads during the last three years The 

inevitable deduction from the figures tabulated mutt be that the material prosperity 
of the people as a whole is making good progress. ” 

My Lord, I can only say that I am amazed at the Hon’ble Member’s 
idea of what he calls * the good progress ’ of the material prosperity of 
the peqple. Are the figures really so striking that they should convey 
to his mind a clear and emphatic assurance on a momentous question 
and fill him with such evident satisfaction ? Lost year, in replying to some 
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pf the remarks whioh I had mads on this subject, the Hon’ble Member 
was pleased to state that 1 had been arbitrary in my selection of certain 
periods for comparison and that I had compared the statistics of 
an earlier period which was normal with those of a later period 
which was disturbed by successive famines. The Hon’ble Member’s 
criticism was based on a misapprehension, because 1 bad precisely 
avoided doing what he said I had done. However, having passed 
that -criticism on me, one would have expected that the Hon’ble 
Member would be particularly careful in the selection of his own 
statistics. I am sorry, however, my Lord, to find that scHne of his 
figures are not only arbitrarily selected, but are used in a manner 
whioh I can only describe as misleading. Take, for instance, the 
figures of Salt-revenue. The Hon’ble Member starts with the year 
1899-1900, when the Salt-revenue was 5*85 millions sterling, and 
points out that it had risen to 6-04 millions for 1903-1903. Now, in the 
first place, the rise here is very small But will the Hon’ble Member 
tell me why he took 1899-1900 as his starting year and not the 
preceding one, viz., 1898-99, the Salt-revenue for which was 6-06 
millions sterling, i. e., slightly over the figure for 1902-03 ? If wc 
take 1898-99 as our starting year, we can deduce from these same 
figures the conclusion that the Salt-revenue has actually diminished 
during these four years and that the ground lost since 1898-99 has not 
yet been regained. Again, take the figures for Stamps. As they are 
presented by the Hon’ble Member, they no doubt show a small steady 
increase and the revenue for 1902-03 appears larger than for 1901-02, 
the figures, given by the Hon’ble Member being 3’472 millions sterling 
for 1902-03 as against 3*446 millions sterling for 1901-02. But the 
Hon’ble Member seems to have l(»t sight of the fact that the figure 
for 1903-03 includes the revenue for Berar, which the figure for 
1901-03 does not do; so that for purposes of a fair comparison the Berar 
revenue must be deducted from the former. The "amount for Berar 
included in the figure for 1903-03 is, as Mr. Baker^ tells us, about 
£28,700. And this amount being deducted we get for 1902-03 a 
revenue of 3*443, which, it will be seen, is slightly lower than for the 
preceding year ; and in fact Mr. Baker himself speaks in his note of 
the Steunp-revenue declining slightly during the year. The Hon’ble 
Member has also omitted to deduct receipts for Berar under Excise 
and Post Office from his figures for 1902-03, and has moreover made 
no mention, as Mr, Baker has done, of the recent assemblage at Delhi 
being responsible for a portion of the increase under Post OfiSce. It is 
true that, even after deducting the Berar quota, the Ehccise-revenue 
shows some increase, but the Hon’bie Member must forgive me if I say 
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that that is not necessarily a sign of increased prosperity, though it is 
undoubtedly a sign of increased drunkenness in the land 

Finally, many will decline to accept an increase of Customs- 
revenue in the present circumstances of India as any evidence of 
growing material prosperity. The bulk of our imports consists of 
manufactured goods, and almost every increasing import of foreign 
goods, far from indicating any increase in the country’s purchasing 
power, only connotes a corresponding displacement of the indigenous 
manufacturer. Thus, while the import of cotton-goods has been for 
years past steadily increasing, we know, as a matter of fact, that 
hundreds and hundreds of our poor weavers throughout the country 
have been and are being driven by a competition they cannot stand to 
give up their ancestral calling and be merged in the ranks of landless 
labourers— and this typifies to a great extent the general transformation 
that is fast proceeding throughout the country. The process of such 
displacement is not yet complete, but the large and progressive totals of 
our import-trade only show that the transition of the country from the 
partially industrial to the purely agricultural phase of economic life is 
going on at a rapid pace, and that the movement has already reached an 
advanced stage. There is at present hardly a country in the world 
which has become so preponderatingly agricultural or sends abroad so 
much of its food-supply and raw material for manufactures as 
British India. When the disastrous transformation is completed — 
and this is now only a question of time unless remedial measures 
on an adequate scale are promptly undertaken — it will reveal a 
scene of economic helplessness and ruin before which the heart of even 
the stoutest optimist will quail. No doubt there are here and there 
signs of an awakening to the dangers of the situation ; but the first 
condition of this awakening producing any appreciable practical 
results is that thecfact of our deep and deepening poverty and of the 
real exigencies of the economic- position should come to be frankly 
recognised by the Government of this country. And, ray Lord, it is a 
matter for both surprise and disappointment that a few paltry increases 
in revenue under certain heads should be accepted by the Finance 
Minister of this country as conclusive evidence of our growing material 
prosperity, when many most important indications point just the other 
way. The annual death-rate, independently of famine and plague, 
has been steadily rising for the last twenty years, showing that a 
steadily increasing proportion of the population is being underfed ; the 
increase of population during the last decade has been much less 
than normal ; there has been a diminution of the net cropped area in 
the older Provinces and a more or less general shrinkage of the area 
under superior crops ; the indebtedness of the agricultural population 
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iias been alanningly on the increase all over the country ; their losses 
in crops and cattle during the last hve years have been estimated at 
300 crores of rupees ; the currency legislation of the Government has 
enormously depreciated their small saving in silver ; the wages of 
labourers have not risen, during the last twenty years and more, in 
proportion to the rise in the prices of necessaries. I venture to think 
that unless these disquieting symptoms are properly diagnosed, not 
even the high authority of my Hon’ble friend will suffice to convey 
any assurance to the public mind that ‘ the material prosperity of the 
people as a whole is making good progress, ' and that no apprehensions 
need be entertained for tha future, if only the revenue under certain 
heads continues to advance as it has done during the past three years. 

Need for Industrial and Educational Advancement 

My Lord, Indian finance seems now to be entering upon a new 
and iraporant phase, and the time has come when Government should 
taka advantage of the comparative freedom, which the country at 
present enjoys, from the storm and stress of the past eighteen years, to 
devote its main energies to a vigorous and statesmanlike effort for 
the promotion of the material and moral interests of the people. 
Speaking roughly, the first half of the nineteenth century may be said 
to have been for British rule a period of conquest and annexation and 
consolidation in this land. The second half has been devoted mainly 
to the work of bringing up the administrative machine to a high state 
of efficiency and evolving generally the appliances of civilised 
government according to Western standards. And I venture to hope 
that the commencement of the new century will be signalized by a 
great and comprehensive movement for the industrial and educational 
admncemmt of the people. After all, the question whether India's 
poverty is increasing or decreasing under the operation of the influences 
called into existence by British rule — though of great importance in 
itself — is not nearly so important as the other question as to what 
measures can and must be taken to secure for this country those moral 
and material advantages which the Governments of more advanced 
countries think it their paramount duty to bring within the easy reach 
of their subjects. My Lord, I have no wish to judge, it is perhaps not 
quite just to judge, the work done so for in these directions by the 
British Government in India by the standard of the splendid achieve- 
ments of countries more fortunately circumstanced and having a more 
favourable start than ourselves in the field. 1 admit the exceptional 
character of our Government and the conflicting nature of the, different 
interests which it has got to weigh before taking any decisive action in 
this matter. But after so many years of settled government and of 



40 


IMPERIAL LEGISLATIVE COUl^OIL 


unchallenged British supremacy, it is, 1 humbly submit, incumbent 
now upon the rulers of this country to gradually drop the exceptional 
character of their rule and to conform year by year more and more to 
those advanced notions of the functions of the State which have found 
such wide, 1 had almost said, such universal acceptance throughout the 
Western world. European States, for years past, have been like a 
nximber of huge military camps lying by the side of one another. And 
yet in the case of those countries, the necessity of military prepared- 
ness has not come and does not come in the way of each Government 
doing its utmost in matters of popular education and of national 
industries and trade. Our record in this^ respect is so exceedingly 
meagre and unsatisfactory, even after making allowances for our 
peculiar situation, that it is almost painful to speak of it along with 
that of the Western nations. In Europe, America, Japan and 
Australia, the principle is now fully recognised that one of the most 
important duties of a Government is to promote the widest possible 
diffusion of education among its subjects, and this not only on moral 
but also on economic grounds. Professor Tews of Berlin, in an essay 
on Popular Education and National Economic Development, thus states 
his conclusions on the point : 

1. ** General education is the foundation and neoessary antecedent of 
increased economic activity in all branches of national production in agriculture, 
small industries, manufactures and commerce. ( The ever-increasing 
differentiation of special and technical education, made necessary by the 
continual division of labour, must be based upon a general popular education and 
cannot be successful without it. ) 

2. The consequence of the increase of popular education is a more equal 
distribution of the proceeds of labour contributing to the general prosperity, 
social peace, and the development of all the powers of the nation. 

3. The economic and social development of a people, and their participation 
in the international exchange of commodities, is dependent upon the education 
of the masses. * 

4. For these reasons the greatest care for the fostering of all educational 
institutions is one of the most important national duties of the present. ** 

My Lord, it is essential that the principle enunciated with such 
lucidity by Professor Tews in the foregoing propositions should be 
unreservedly accepted in this country as it has been elsewhere, and 
that a scheme of mass education should now be taken in hand by the 
Government of India so that in the course of the next twenty-five or 
thirty years a very appreciable advance in this direction might be 
secured. It is obvious that an ignorant and illiterate nation can never 
make any solid progress and must fall back in the race of life. What 
we therefore want — and want most urgently — is first of all a 
widespread diffusion of elementary education — an effective and 
comprehensive system of primary schools for the masses— and the 
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longer this work is delayed, the more insuperable will be our 
difficulties in gaining for ourselves a recognised position among the 
nations of the world. My Lord, the history of educational effort in 
this country during the last twenty years is sad and disheartening in 
the extreme. Lord Ripon*s Government, which increased the State 
contribution to education by about 25 per cent., i, e., from 98 lakhs to 
124 lakhs between 1880 and 1885, strongly recommended, in p€fcssing 
orders upon the Report of the Education Commission of 1882, that 
Local Governments and Administrations should make a substantial 
increase in their grants to Education, and promised special assistance 
to them from the revenues of the Government of India. But, before 
the liberal policy thus recommended could be carried out, a situation 
was developed on the frontiers of India which led to increased military 
activity and the absorption of all available resources for Army 
purposes, with the result that practically no additional funds were 
found for the work of Education. And in 1888 the Government of India 
actually issued a Resolution stating that, as the duty of Government 
in regard to Education was that of merely pioneering the way, and as 
that duty had on the whole been done, the contribution of the State to 
Education should thereafter have a tendency to decrease. Thus, while 
in the West the Governments of different countries were adopting one 
after another a system of compulsory and even free primary education 
for their subjects, in India alone the Government was anxious to see 
its paltry contfibution to the education of the people steadily reduced I 
In the quinquennium from 1885-86 to 1889-90 the State grant to 
Education rose from 124-3 lakhs to 131-6 lakhs only, t. e,, by less than 
6 per cent., and this in spite of the fact that the amount for the latter 
year included State expenditure on Education in Upper Burma which 
the former year did not. Since 1889-90 the advance under the head of 
Educational expenditure from State funds has been slightly better, but 
part of this increase since 1893 has been due to the grant of exchange 
compensation allowance to European officers serving in the Educa- 
tional Department throughout India. It is only since last year that the 
Government of India has adopted the policy of making special grants 
to Education, and 1 earnestly hope that, as year follows year, not 
only will these grants be increased, but they will be made a part of the 
permanent expenditure of the State on Education. In this connection, 
I would earnestly press upon the attention of Government the necessity 
of making Education an Imperial charge, so that the same attention 
which is at present bestowed by the Supreme Government on matters 
connected with the Army Services and Railway expansion ipight 
also be bestowed on the education of our people. Under present 
arrangements, Education is a Provincial charge, and the Provincial 
Governments and Administrations have made over Primary Education 
0,-6 
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to local bodies whose resources are fixed and limited. No serious 
expansion of educational effort is under such arrangements possible. 
In the Bombay Presidency, for instance, District Local Boards, who 
have charge of Primary Education in rural areas, derive their revenue 
from the one-anna cess which they have to devote in certain fixed 
proportions to Primary Education, Sanitation and Roads. Now, our 
revenue- settlements are fixed for thirty years ; which means that the 
proceeds of the one-anna cess in any given area are also fixed for 
thirty years ; and as Government, as a rule, contributes only one-third of 
the total expenditure of these Boards on Education, it is clear that the 
resources that are available at present for the spread of Primary 
Education in rural areas are absolutely inelastic for long periods. 
There are altogether about 5^ lakhs of villages in British India, out of 
which, it has been calculated, four-fifths are at present without a 
school ; the residents of these villages pay the local cesses just like 
other villagers, and yet the necessary educational facilities for the 
education of their children are denied them ! 

India's Educational Backwardness 

The position as regards the spread of primary education and the 
total expenditure incurred in connection with it in different countries 
Is shown in the following table. The figures are taken from the 
Reports of the United States Commissioner of Education, and are for 
1897 or 1 898 or 1899 or 1900 as they have been availably : 
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The figures of expenditure on Higher Education in varioua 
countries are also most interesting and instructive : — 
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Except in England, the greater part of the cost of higher educa* 
tion, about three^fourlhs and in some oases even more, is met every - 
where out of the funds of the State. 

My Lord, even allowing for the difference in the purchasing 
power of money in this country and elsewhere, these figures tell a 
most melancholy tale, and show how hopelessly behind every other 
civilised nation on the face of the earth we are in the matter of public 
education. It is. sad to think that, after a hundred years of British 
rule, things with us should be no better than this, and, unless the 
work is taken up with greater confidence and greater enthusiasm, there 
is small hope of any real improvement in 'the situation taking placa 
In other countries, national education is held to be one of the most 
solemn duties of the State, and no effort or money is spared to secure 
for the rising generations the best equipment possible for the business 
of life. Here, it has so far been a more or less neglected branch of 
State duty, relegated to a subordinate position in the general scheme 
of State actioa Now that an era of substantial surpluses has set 
in. Government will not find themselves debarred from ^king up 
the work in right earnest by financial difficulties. In this connec- 
tion, I respectfully desire to make one suggestion — viz., that 
henceforth, whenever there is a surplus, it should be appropriated to 
the work of promoting the educational and industrial interests of the 
country. At present these surpluses go to reduce the amount of our 
debt, but, as the Honlile Sir Edward Law has pointed out in the 
Financial Statement, our burden of debt is by no means heavy, and 
there are valuable assets on the other side to cover the whole of it. 
Surpluses, after all, mean so much more taken from the people than is 
necessary for the purposes of the administration, and I think it is most 
unfair that these surplus revenues should be devoted to the reduction 
of a debt which is not at all excessive, when questions concerning 
the deepest welfare of the community and requiring to be taken in 
hand without any delay are put aside on the ground of want of funds. 
We have seen that the surpluses during the last five years have 
amounted to over 22 crores of rupees. If this vast sum had been set 
apart for the promotion of our educational and industrial interests 
instead of being needlessly devoted to a reduction of debt, what splendid 
results the Government would have been able to show in the course of 
a few years 1 My Lord, the question of expenditure lies really at the 
root of the whole educational problem. The country has recently been 
agitated over the recommendations of the Universities Commission 
appointed by your Excellency’s Government last year. I do not desire 
to say anything on the present occasion on the subject of University 
reform, but it strikes me that if Government made its own institutions 
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really model ones by bringing up (heir equipment to the highest 
standard and manning them only with the best men that can be 
procured both here and in England, the private colleges would necessa- 
rily find themselves driven to raise their own standard of equipment and 
efficiency. And if a number of post-graduate research scholarships were 
established by Government to encourage life-long devotion to higher 
studies the whole level of higher education in the country will be raised 
in a manner satisfactory to all. I think it is absolutely necessary that 
men whom the Government appoints to chairs in its own colleges 
should set to their students the example of single-minded devotion to 
learning and should, moreover, by their tact and sympathy and in- 
born capacity to influence young men for good, leave on their minds an 
impression which will endure through life, Only such Englishmen as 
fuffil these conditions should be brought out, and I would even pay 
them higher salaries than at present if the latter are found to be 
insufficient to attract the very best men. They should further be not 
young men who have just taken their degree, but men of some years’ 
educational standing, who have done good work in their subjects. My 
Lord, it is difficult to describe in adequate terms the mischief that is 
done to the best interests of the country and of British rule by the 
appointment of third- or fourth-rate Englishmen to chairs in Govern- 
ment colleges. These men are unable to command that respect from 
their students which they think to be due to their position, and then 
they make up for it by clothing themselves with race pride, which 
naturally irritates the young men under them. The result often is that 
young students leave college with a feeling of bitterness against 
Englishmen, and this feeling they carry with them into later life. On 
the other hand, the influence which a first class Englishman who knows 
how to combine sympathy with authority exercises upon his pupils, 
shapes their thoughts and feelings and aspirations thi^oughout life, and 
they continue to look up to him for light and guidance even when their 
immediate connection with him has come to an end. 

My Lord, the question of technical instruction has often been 
discussed during the past few years in this country, and some time ago 
your Excellency was pleased to ask if those who so often spoke about 
it had any definite proposals of their own to make. I do not, however, 
see how such a responsibility can be sought to be imposed upon our 
shoulders. Government have command of vast resources, and they 
can procure without difficulty the required expert advice on the subject. 
If a small Commission of competent Englishmen and Indians, who feel 
a genuine enthusiasm for technical education, were deputed to those 
countries where so much is being actually done by their Governments 
for the technical instruction of their people to study the question on 
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the spot, in a year or two a workable scheme would be forthoomins(, 
and with the large surpluses which the Hon'ble Finance Member is 
now able to announce year after year, a beginning could almost at 
once be made, and actual experience would suggest the rest 

Rapid Indianisafion of fhe Services Urged 

My Lord, there is one more question on which I beg leave to offer 
a few observations. The question of the wider employment of Indians 
in the higher branches of the Public Service of their own country is 
one which is intimately bound up, not only with the cause of economic 
administration, but also with the political elevation of the people of 
India. There is no other country in the world where young men of ability 
and education find themselves so completely shut out from all hope of 
ever participating in the higher responsibilities of office. Everywhere 
else, the Army and the Navy offer careers to aspiring youths which 
draw forth from them the best efforts of which they are capable. These 
services, for us in this country, practically do not exist. The great 
Civil Service, which is entrusted with the task of general administra- 
tion, is also very nearly a monopoly for Englishmen. But it is not of 
these that I propose to speak today. I recognise that, in the present 
position of India, our admission into these fields of high employment is 
bound to be very slow, and I can even understand the view that, for the 
purpose of maintaining British supremacy intact, there must be for 
many years to come a large preponderance of Englishmen in the ranks 
of these services. But, my Lord, our exclusion from high office does 
not end here. In all the Special Departments or Minor Services, as they 
are called, our position is even worse. In the Judicial and Executive 
branches of the Public Service, the subordinate ranks at any rate are 
manned by us. But in such departments as Forests and Customs and 
Salt and Opium', our exclusion from even lower ranks is practically 
complete. Thus, in the Survey Department of the Government of India, 
there are altogether 132 officers, with salaries ranging from 300 to 2,200 
rupees a month, and of these only two are Indians and they are in the 
last grade of Bs. 300. There are, moreover, 45 officers in this Depart- 
ment whose salaries range between Rs. 160 to Bs. 300, and even among 
these, only ten are Indians. Again, take the Government Telegraph 
Department. There are 52 appointments in it, the salaries of which are 
Bs. 500 a month and more, and of these only one is an Indian. In the 
Indo-British Telegraph Branch, there are 13 officers with salaries above 
five hundred rupees a month, and among these there is not a single 
Indiaa In the Mint Department, there are six officers with salaries 
above five hundred, and there too, there is not a single Indian. So too 
in the Post Office. Last year there was only one Indian in that Depart- 
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merit among the ten men who drew salaries above five hundred But he 
was a member of the Civil Service, and it was in this capacity that he 
was there. In the Geological Survey, 2 out of 14 officers, drawing sala- 
ries above Rs. 500, are Indians ; in the Botanical Survey, none. In the 
Foreign Department, out of 122 such officers, only 3 are Indians ; under 
Miscellaneous there are 22 such officers, but not a single Indian is 
among them. It is only in the Financial Department that there is any 
appreciable proportion of Indians, namely, 14 out of 59, among those 
whose salaries are above five hundred a month. Turning to the Depart- 
ments under Provincial Governments, and taking the Presidency of 
Bombay, we find that in the Forest Department there are 29 officers 
whose salaries and allowances come to Rs. 500 and above a month ; of 
these only one is an Indian. In the Salt Department, there are 13 places 
with salaries above four hundred a month, and not a single one among 
these is held by an Indian. In the Customs Department of Bombay, 
there are 13 officers who draw Rs. 300 a month and above, and of these 
only three are Indians. The Medical Department is, of course, practi- 
cally a monopoly of Englishmen. In the Police Department, there are 
49 officers classed as Superintendents and Assistant Superintendents with 
salaries from Rs. 200 upwards, and there is not a single Indian among 
them. Only among 11 Probationary Assistant Superintendents there 
are 4 Indians. In the Educational Department, there are 25 officers 
drawing salaries of Rs. 500 and above, and of these only 5 are Indians. 
In the PublitJ Works Department the proportion of Indians is larger, 
there being 26 Indians classed as Executive Engineers and Assistant 
Engineers out of 81 Superior Officers of the Department. Turning next 
to Bengal, we find that in the Forest Department there are 26 officers 
whose salaries range between Rs. 200 and Rs. 1,200 a month, and among 
these only 2 are Indians and they are in the lowest grades. In the Salt 
Department there are 4 officers with salaries ranging from Rs. 300 to 
Rs. 1,000. There is no Indian among them. In the Customs Depart- 
ment there are 41 appointments with salaries ranging from Rs. 260 to 
Rs. 2,250 ; not a single one among them is held by an Indian. In the 
Opium Department there are 87 officers with salaries coming down 
from Rs. 3,000 to so low a point as Rs. 140 a month ; only 12 out of 
these are Indians. Two officers belong to the Stamps and Stationery 
Department; one draws Rs. 1,100 a month and the other Rs. 500; but nei- 
ther of them is an Indian. In the Jail Department there are 1 Inspector- 
General, 12 Superintendents and 4 Deputy Superintendents. There is only 
one Indian among them and he is in the rank of Deputy Superintendent. 
In the Educational Department there are 59 officers drawing Rs. 500 and 
above, and out of these only lOareilndians. Lastly, in the Public Works 
Department, 84 officers draw a salary of Rs. 500 a month and above, of 
whom only 15 are Indians. The other provinces tell the same mourir 
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ful tale, and I do not wish to trouble the Council with any more details 
in this matter. 

Now, my Lord, I would respectfully ask if such virtual exclusion 
of the children of the soil from these Special Departments can be justi- 
fied on any grounds. Reasons of political expediency may be urged 
for OUT exclusion from the Army. It might also be urged with some 
show of reason that the Civil Service of India must continue to be 
recruited, as at present, by means of a competitive examination held 
in London, because that Service represents the traditions of British 
rule to the mass of the people, and its members must, therefore, be im- 
bued with the English spirit and be familiar with English modes of 
thought : and that in theory at any rate Indians are free to compete for 
entrance into the service on the same tenns as Englishmen. But why 
this shutting out of our people from the Special Departments also ? 
There is no question of political expediency involved here. If Indians 
are found to sit on High Court Benches with dignity to themselves and 
honour to their country, it cannot be contended that they would be 
found wanting, if they were entrusted with responsible duties in the 
Opium or Salt or Customs Department. If it be argued that for the 
technical instruction that is necessary in the Telegraph and some other 
Departments there are no adequate facilities in the country, the answer 
to that is that Government should provide those facilities to the people 
of this country. But the virtual monopoly of these Departments is so 
jealously guarded that, where competitive examinations for entrance 
into them exist, those examinations have been surrounded with strin- 
gent restrictions such as are unknown in the case of the great Civil 
Service. Thus while an Indian, by passing the Indian Civil Service 
Examination, might one day be the Head of a District or of a Division, 
as some Indians actually are at present, no Indian is allowed to com- 
pete for entrance into the Police Department at the competitive exami- 
nation that is held in London, because, if he passed, he might one day 
be the head of the Police in a district. Again, only two years ago the 
rales for admission into the Engineering and Telegraph Departments 
from Cooper’s Hill were altered with the express purpose of preventing 
more than two Indians in any particular year from entering those 
services. This alteration of the rules was a grievous wrong done to the 
people of India, and it has produced a feeling of bitter resentment 
throughout the country. In the Educational and Public Works Depart- 
ments, our numbers are slightly more satisfactory than in the other 
departments, but even here the constitution of a Provincial Service, 
with a lower status and a lower scale of pay, has caused much dissatis- 
faction and discontent. My Lord, if all posts were equally open to 
Indians and Europeans, something may be said in favour of paying 
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the Indian a smaller salary, if Government in the interests of economip 
administration prefored the Indian to the Englishman, when both 
were equally eligible ; but to restrict the employment of Indians and at 
the same time to pay such of them as are employed a lower salary is 
to inflict upon them a double disadvantage, the reason for which it is 
not easy to understand. My Lord, the Universities turn out every 
year a large munber of young men who have received a fairly high 
education. It is a natural aspiration on the part of many of them to 
seek responsible employment in the service of their own country. If 
they find a bar in front of them, whichever way they turn, how can 
they be blamed if they occasfonally show signs of discontent ? They 
belong to what may be called the articulate classes of this country, and 
what they say sinks slowly but steadily into the minds of the mass of 
the people. We have been promised equality of treatment, both in the 
Act of 1833 and the Proclamation of 1858. 1 for one am prepared to 
allow that such equality of treatment is under existing circumstan- 
ces possible only within certain limitations ; only I am anxious that 
there should be a constant movement in the right dbection, and that, 
as year succeeds year, the sphere of employment should widen for my 
countrymen more and more. I ask this in the name of good policy as 
well as of justice, and I earnestly trust that the spirit of my remarks 
will not be misconceived. 

My Lord,J must apologize to the Council for having spoken at such 
unconscionable length and strayed over a somewhat wide variety of 
topics. But this is the only day in the year when the non-official Members 
of the Council find an opportunity to place before Government their 
views, such as they may be, in regard to the more important questions 
connected with the administration of India. No one denies that the diffi- 
culties of the position are great, and no one expects radical or far-reach- 
ing changes all in a day. What one regrets most, however, in the present 
system of administration is that it favours so largely a policy of mere 
drift. The actual work of administration is principally in the hands 
of members of the Civil Service, who, taken as a body, are able and 
consoientiouB men ; but none of them individually can command that 
prestige, which is so essential for inaugnirating any large scheme of 
policy involving a departure from the established order of things. The 
administrators, on the other hand, who come out direct from England, 
command, no doubt, the necessary prestige, but their term of office 
being limited to five years, they have not the opportunity, even if they 
had the will, to deal in an effective and thorough-going manner with 
the deeper problems of the administration. The result is that therq is 
an inveterate tendency to keep things merely going, as though every 
one said to himself : ' This will last my time.' What the situation really 



50 


IMPERIAL LEGISLATIVE CJOUNCIL 


demaads is that a large and comprehensive scheme for the moral and 
material well-^being of the people should be chalked out with patient 
care and foresight, and then it should be firmly and steadily adhered to, 
and the progress made examined almost from year to year. My Lord, 
speaking the other day at the Imperial Assemblage at Delhi, your 
Lordship was pleased to observe : 

If we turn our gaze for a moment to the future, a great development appears 
with little doubt to lie before this country. There is no Indian problem, be it of 
population or education or labour or subsistence, which it is not in the power of 
statesmanship to solve. The solution of many is even now proceeding before our 
eyes. c 

The India of the future will, under Providence, not be an India of diminish* 
ing plenty, of empty prospect, or of justifiable discontent ; but one of expanding 
industry, of awakened faculties, of increasing prosperity, and of more widely distri- 
buted comfort and wealth. I have faith in the conscience and purpose of my own 
country, and I believe in the almost illimitable capacities of this. But under no 
other conditions can this future be realised than the unchallenged supremacy of 
the Paramount Power, and under no other controlling authority is this capable of 
being maintained than that of the British Crown. 

My Lord, the people of India have all along accepted with willing 
allegiance the condition so justly insisted upon by your Lordship, 
namely, the unchallenged supremacy of the Paramount Power, and the 
faith expressed in the purpose and conscience of England is our main 
ground of hope for the future. Both sides stand to lose a great deal if 
their harmonious co-operation is ever disturbed; and working in a spirit 
of mutual understanding and appreciation, they may realise for this 
country an honoured position among the nations of the earth and for 
England the glory of having helped India to such a position. 
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Huge Surpluses Criticised 

Your Excellency, 1 join Ijieartily in the congratulations which have 
been offered to my Honlile friend the Finance Member on the very 
interesting Financial Statement which he has presented to the Oouncil 
this year. 1 think the Honlile Member has been the luckiest Minister 
that has ever held charge of the Financial portfolio in this country* 
Largo surpluses have been the order of the day during his time. They, 
indeed, began before he took charge of his office. For, the year that is 
about to close is the sixth year in succession when a large surplus has 
been realised. In the opening paragraphs of the new Financial State- 
ment, the surplus for the closing year is shown at £2,711,200, i. e.., a little 
over four crores of rupees. But, as Mr. Baker' points out in his note, 
the true surplus is about 6*72 crores, and of this sum special grants, 
aggregating 2*65 crores, have been made to Provincial Governments. 
We thus have the extraordinary phenomenon of a year in which taxes 
bringing in a revenue of close upon two crores of rupees were remitted, 
showing, in spite of the remission, a surplus of about 6| crores. Never 
before, my Lord, were such huge surpluses realised in the history of 
Indian finance, and the fact that they have shown themselves year 
after year for six years in succession proves conclusively that the level 
of taxation has been fixed much higher than the needs of public expen- 
diture require or the circumstances of the country justify. The sur- 
pluses of the last six years have aggregated nearly 29 crores of rupees. 
If we take the twenty years immediately preceding this period of six 
years, we find that the total of surpluses in those years was only 17} 
crores and the total of deficits 19} crores — or a net deficit of two crores. 
A total surplus of 29 crores in six years as against a net deficit of two 
crores in twenty years— this illustrates with sufficient clearness the 
startling change that has taken place in the position of the country’s 
finances. What has brought about this change ? There have been no 
sadden accessions to the wealth of the people, nor has a policy of severe 
retrenchment been adopted, resulting in a reduction of the public 

1. Pittance Secretary at the time. Finance Member, Goverament bf ladia, 
1905-08; Lt.-Goveraor of Bengal, 1908-11. 
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burdens. On the other hand, the earlier years of the period were mark* 
ed by two of the severest famines that India has ever known, causing 
enormous losses to the people in crops and cattle, and necessitating a 
large outlay on the part of the Government for famine relief ; and 
during the later years there has been a notable increase in public 
eKpenditure. How, then, have these large and recurring surpluses been 
caused ? The explanation, my Lord, is not far to seek. For twelve 
years, from 1885 onwards, the country passed, financially speaking, 
through a period of exceptional storm and stress, the falling rupee and 
the falling opium revenue causing the Finance Minister the utmost 
anxiety and giving him practically no rest. And the level of taxation 
had to be continuously raised so as to maintain, even in the most 
adverse circumstances, a budgetary equilibrium between the revenue 
and the expenditure of the country. The lowest point reached by the 
rupee was 13d The lowest level reached by the opium-revenue was about 
five crores of rupees. Since then the rupee has risen to 16d and has 
firmly established itself there, owing to the currency legislation of 
Gtovernment, and a rise of 3r/. means a saving of about five crores in 
the remittances necessary to cover the home charges. There has also 
been a remarkable recovery in the opium-revenue, the figure for the 
closing year being actually over 8J crores. The rise in the rupee and 
the recovery in the opium-revenue have thus brought about an improve- 
ment of about eight crores a year in the financial position of the 
Government of India. From this we must deduct abouh two crores, 
being the amount remitted last year under the salt-tax and the income- 
tax ; and if we assume that the normal increases in the ordinary sour- 
ces of revenue go to cover the normal increases in expenditure, we get, 
on the present basis of taxation, an annual surplus of about six crores 
of rupees. It may, however, l)e urged that the improvement in the 
opium-revenue may not last and that it Is not prudent to lower the 
level of taxai^ion on the strength of the present improvement. Even 
allowing this to be so, we still have a large permanent excess of revenue 
over expenditure, and this excess fully justifies a prayer on the part of 
the people for further remission of taxation. 

FurtfNM* Tax Relief Necessary 

The relief granted last year evoked a general feeling of gratitude 
throughout the country and nobody has forgotten it. Looking, however, 
to the prosperous condition of the national exchequer, we feel we are 
entitled to ask for a larger measure of relief. My Lord, in the twelve 
years of storm and stress to which 1 have referred, it was perhaps neces- 
sary for the Finance Minister to act on the safe, somewhat over-cau- 
tious, plan of under-estimating the revenue and over-estimating the 
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expenditure. But though the difficulties of that position have passed 
away, the tradition, onoe established, still holds the held. And our 
budget estimates continue year after year to be so framed as to show 
the smallest possible surplus, when everyone, including, I believe, the 
Finance Member himself, fully expects that a large surplus will be 
realised at the end of the year. My Lord, an equilibrium Itotween the 
ordinary revenue and the ordinary expenditure is of course a necessity 
in a solvent nation’s hnanoe. Under favourable conditions, even extra- 
ordinary charges 'might be met out of revenue. And further, to assure 
the position, a moderate surplus may be provided for. But anything 
beyond this is opposed to all the recognised canons of good finance. 
Nothing, to my mind, can be more indefensible than to raise from the 
people, year after year — as has been done for the last six years — a larger 
revenue than is fairly needed for the requirements of the country. As 
Major Baring^ ( now Lord Cromer ) put it in his Financial Statement 
for 1883-83 : 

It ia, of oourse, desirable to estimate for a moderate surplus. But to keep on 
taxes in order to seoure too large a surplus is unjustifiable. 

The Hon’ble Member himself expressed a similar view in his 
Financial Statement of last year. In announcing last year's remission 
of taxation, he said : 

In view of the present satisfactory situation, it is the opinion of the Govern- 
ment of India tkat it is neither desirable nor good finanoial policy to continue 
levying taxation at present rates, yielding such large recurring surpluses as have 
been realised during the last four years. It is true that our expenditure is neces- 
sarily increasing with the increasing development of the country, and some of our 
present sources of revenue do not show much sign of elasticity. But for the pre- 
sent our receipts are in excess of our needs, and even should it be necessary some 
years hence to seek the means of inoreasing revenue we hold that we are not 
justified in continuing taxation at its present level during an interval which we 
trust may be prolonged. 

My Lord, in a country admittedly so poor as India is, where, 
again, the people are just emerging from a series of calamitous years, 
it is essential that the weight of public burdens should be kept as light 
as possibla The existence of a large surplus is a direct invitation to 
the Government to increase expenditure, and further it constitutes a 
temptation to the authorities in England to try and shift a portion of 
their own burdens to the shoulders of the Indian Government. I cannot 
help wishing, therefore, that my Hon'ble friend had seen his way, it» 
view of his large surplus, to recommending further relief to the tax- 
payers of this country. As the recurring surpluses have been made 


1, see foot-note 2 on p. 14. 
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possible by the currency legislation of the Grovernment, it is but fair 
that the class whose interests have been most adversely affected by 
that legislation — the bulk of our agricultural population — should 
receive the major portion of whatever relief is granted. My Lord, the 
fall in general prices as a result of the artificial appreciation of the 
rupee has, I think, already begun, however its operation may be hidden 
from view by other causes. The Hon’ble Member himself seems to 
recognise this, inasmuch as he warns us to be prepared for a decline 
of prices during the next few years. When the full effects of the 
currency legislation unfold themselves and the final adjustment of 
prices to the standard of the new rupee takes place, it will be found 
that a grievous addition has been made to the burdens of the agricul- 
tural producer and that virtually his assessment has been enhanced by 
nearly fifty per cent. The delay that has occurred, owing to various 
circumstances, in such adjustment taking place, has enabled some 
people — including even persons in high authority — to make very 
astonishing claims for the new rupee. Thus we find that the late 
Secretary of State for India, at the time of presenting the last Indian 
Budget to Parliament, expressed himself as follows : — 

While the exchange value of the rupee has externally risen and has without 
difSoulty been maintained praotioally at the rate of Is. 4(f., prices have not been 
adversely affected. In fact, the prices of commodities of general consumption 
have risen rather than fallen. By reducing the number of rupees to be remitted to 
this country to meet gold obligations, surplus after surplus has been,seoured during 
the past four years. And the present remission of taxation is mainly due to the 
success of our present currency policy. 

1 do not wish to trouble the Council with any lengthy discussion 
on this point, but all I would like to ask is, if the Secretary of State for 
India really imagines that such an impossible feat as that of raising 
the exchange value of the rupee without involving an indirect increase 
in the taxation 'of the country can be performed, what is there to 
prevent the Government of India from raising the rupee still higher — 
say, to li*. 6c/. or Is. 9d. or even 2s. ? The surpluses then would be even 
larger than now and as, according to Lord Q«orge Hamilton’s^ argu- 
ment, no harm is done to anybody in India by such artificial apprecia- 
tion, there is no reason whatever why such a wonderfully easy and 
simple method of increasing the resources at the disposal of the 
Government should not be adopted. I think, however, that the Lords 
Commissioners of the Treasury showed a better appreciation of the 
true effects of any artificial appreciation of the rupee than the late 
Secretary of State for India, when, in a letter, dated 24th November 
1879, they wrote 

1. Secretary of State for ladiap 1895-1903. 
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It appear! too that the OoTernment of India, in nuking the present proposal, 
lay themselves open to the same orltieisms as are made upon Oorernments which 
have depreciated their currencies. In general, the objeot of suoh Governments has 
been to diminish the amount they have to pay to their creditors. In the present 
case, the object of the Indian Government appears to be to inerease the amount they 
have to receive from their tax-payers. If the present level of exchange be due to 
the depreciation of silver, the Government scheme, if it succeeds, may relieve the 
Indian Government and others, who desire to rendt money to England, hot this 
relief will be given at the expense of the Indian taxpayer or with the effect of 
inoreasing every debt or fixed payment in India, inoludtng debts due by raiyats to 
moneylenders. 

1 submit, my Lord, that there should really be no difference of 
opinion on this point and thdt the authors of the currency policy should 
freely admit that, whatever its counterbalancing advantages may be, 
that policy involves a most heavy indirect addition to the burdens, 
especially of the agricultural population, when its full effects manifest 
themselves. Of course we all recognise that a reversal of the currency 
policy, adopted more than ten years ago, is not now within the pale of 
practical politics. But that only imposes upon the Government the 
responsibility to take every opportunity that offers itself to grant such 
relief, as may be reasonably possible, to those to whom the State un- 
doubtedly owes some reparation. 

Three Taxation Relief Proposals 

My Lord, 1 think that three particular forms of relief may be 
specially suggested for the consideration of Government on the present 
occasion. The first is the abolition of the excise duty on cotton goods ; 
the second is a further reduction of eight annas in the salt-tax; and the 
third is a lowering of the land-revenue demand-espeoially in the North- 
West Provinces, Bombay and Madras. Of these the subject of excise 
duty has been more than once discussed in this Council, and I do not 
wish to refer to it at any length today. I think there, is now no doubt 
that this duty is really paid by the consumers, which means by the 
bulk of our poorer classes; and thus, while it hampers the mill industry 
to a considerable extent, it also constitutes a serious and perfectly 
unnecessary addition to the burdens of our poorer classes. The Hou’ble 
Member says : 

It is impossible to believe that the average enhaooed oost to the individual 
oonsumer of cotton cloth on account of the excise exceeds 3} annas per annum. 

But 1 submit that even 3| annas a year is a serious matter to those 
whose annual income— taking official calculations alone— does not 
exceed Bs. 27, as calculated by Sir David Barbour^ and Lord Cromer, or 
Rs. 30, as calculated by your Excellency three years ago, and whose 
normal state is one of abject poverty and, in the case of a considerable 
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proportion, even of chronic destitution. 1 think, my Lord, that the 
arguments in favour of the abolition of this duty are unanswerable and 
that the moral effect of its maintenance is even more disastrous than 
the financial or economic one. The Honltle Member has, however, 
urged a strange plea in his Financial Statement to justify the continued 
levy of so objectionable a duty, and I confess it has surprised me not a 
little. The Hon’ble Member says : 

Moreover, it must be remembered that a oeriain amount of revenue is a 
neoessity to provide for the adminiatration of the country and the ootton excise 
duties now return upwards of 20| lakhs, having increased from Be. 11,62,947 in 
190(M)1. It is very easy to object to any and every claes of taxation, but those 
who make objections should, I think, offer suggestions as to how revenue could be 
maintained if tbeir objections were to be admitted. 

My Lord, if my Hon'ble friend really believes that the excise duty 
is maintained because it brings in a revenue which the Government 
cannot afford to give up, he is probably the only man in India or in 
England who thinks so. Moreover, can the Hon’ble Member be serious 
when he advances such an argument with a surplus of nearly 6^ crores 
in hand, reduced to four crores by special grants made to Provincial 
Governments ? Why, my Lord, instead of the Government being unable 
to sacrifice 20 lakhs a year, there seems to be such a plethora of money 
in the country’s exchequer that the Government do not know what to do 
with it ! I could have understood Sir Auckland Colvin* or Sir David 
Barbour or Sir James Westland* using the language that my Hon’ble 
friend has used. But he, the fortunate realiser of surplus after 
surplus — such as were never before dreamt of in the history of Indian 
finance — surely he must not speak as though he knew not which way 
to turn to make the two ends meet ! 

My second suggestion for granting further relief to the poorer 
classes of the country is that another eight annas should be taken off 
the salt duty. This duty was reduced by eight annas last year, and 
the measure (rf relief was received with deep gratitude throughout the 
country. The reduction might, however, be carried still further with- 
out any inconvenience. The salt-duty question in India is essentially 
a poor man’s question : for it is the poorer many — and not the richer 
few — who eat more salt when it is cheap and less when it is dear. The 
soundest and best policy in the matter — even financially — would, 
therefore, seem to be to raise an expanding revenue on an expanding 
consumption under a diminishing scale of duties. Again, every reduc- 
tion effected in this duty gives the Government a valuable financial 

1. Finance Member. Government of India. 1883-87 ; Lt -Governor, North-West 
Province and Oudh. 1887-92. 

2. Finance Member, Government of India, 1893-99 ; Member, Council of India. 
1899. 



BUDGET SPEECH, 1904 


57 


reserve, which may be used without difficulty in times of sudden emer- 
gency. A further reduction of the salt duty is, therefore, frcHn every 
point of view, a most desirable form of relief. In this connection, 
there is one matter which 1 would respectfully urge upon the attention 
of Grovernment. The manufacture of salt in India is strictly under 
Government control, and practically a Government monopoly. And 
the monopoly is enforced under restrictions and in a manner which 
have the effect of trausfemng about a third of the industry to the 
foreign manufacturer. Numerous small salt-works which formerly 
existed on the coast have been suppressed and the manufacture has 
been concentrated at a few places with a view to bringing it under 
effective control. The result is restricted production. We have an 
extensive sea-board and salt-mines too, and can manufacture every 
pound of salt we need. And yet, under the existing fiscal system, 
about a third of our supply comes from foreign countries. The follow- 
ing figures, taken from the Material and Moral Progress Report for 
1901-03, are instructive : * 


Imports of salt from 

1891-92 

1901-02 



Tone 

Tons 

The United Kingdom 

Germany 

Red Sea and Persian Gulf Ports 
Other plaoes 

... 

222,300 

103,400 

45,700 

2,600 

259,200 

76,700 

147,700 

32,600 


Total ... 

374,000 

516,200 


The imports have thus increased 38 per cent, in ten years I I 
submit that in respect of such a prime necessary of life as salt— 
especially when we have plenty of it within the four corners of this 
country — we ought not to be forced to depend on foreign supplies to a 
steadily increasing extent 1 


The third measure of relief which I would respectfully urge upon 
the attention of Government is a lowering of the land-revenue demand, 
especially in the North-West Provinces, Bombay and Madras. The 
most noticeable feature of this branch of revenue is its large and almost 


continuous increase. In 1890-91, it stood at 34*04 crores. Its rise since 
then may be seen from the following figures : 

1890-91 34*04 ororee 

1898-94 ... ... 25-58 „ 

1895-96 ... ... 26*30 „ 

1898-99 ... ... 27*46 „ 

1901-02 ... ... 27-438 „ 

1903- 04 (Revised) ... ... 28.89 

1904- 06 (Budget) ... ... 29-38 « 
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An increase of over 22 per cent, in fourteen years ! On the other 
hand, the figures of cropped acreage are : 


1890-91 


... 194*41 millions of acres 

1893-94 


197*38 „ 

1895-96 


... 188*92 

1898-99 


... 196*48 

1900-01 


... 198*31 


Or an increase of just 2 per cent, in eleven years ! Coming to the 
three Provinces that I have specially mentioned, we have the following 
interesting figures : 


North- Western Promicvs 


Year 

Ordinary land-revenue 

Cropped area 

1886-87 

580*7 lakhs. 

33-92 million acres. 

1902-03 

636 

34*61 

Or an increase 

of nearly 10 per cent. 

in revenue on a practically 

stationary cropped Acreage. 



JMadras 


Year 

Land revenue 

Cropped area 

1886-87 

460*5 lakhs. 

23*01 million acres. 

1902-03 

582*5 

24*50 


Or an increase of nearly 25 per cent, in revenue with an increase of 
only per cent, in the cropped acreage. 

Bombau 

Year Land revenue Cropped area 

1886-87 ... 270 lakha. 21-2 million acres. 

1894-95 ... 289 „ 24-5 

1900-01 ... 298-2 .. 21 

Or an increase of 10 per cent, in revenue with hardly any increase in 
the cropped area, which shows some fluctuationsowing to the prevalence 
at famine during the closing years of the last century. 

Agricultural Deterioration and Economic Exhaustion 

My Lord, agriculture is the only surviving economic stand-by of 
the mass of the people, and yet no industry in the country is in deeper 
distress. The soil, under a system of generally unmanured cultivation, 
is undergoing steady exhaustion. The yield of crop per acre is falling, 
being now a little more than 9 or 10 bushels as against 20 to 35 bushels 
in Western countries with far less favourable agricultural conditions. 
And the raiyat in most parts is a poor, struggling cultivator, with 
his resources all but exhausted, and himself more or less involved in 
debt. In these circumstances, the increases of land-revenue— espe* 
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oially in the Provinces referred to above — are large, and weigh with 
undue pressure on the land. And I submit that the question of grant- 
ing relief to the hard-pressed cultivators by the lowering of the assess-' 
ment is one which, in the present prosperous condition of the country's 
exchequer, deserves favourable consideration at the hands of Govern^ 
ment. While on this subject, 1 beg to acknowledge with pleasure and 
gratitude the liberal action of the Bombay Government in granting 
considerable reductions of assessment in the Gujerat districts. These 
reductions amount to 5*30 lakhs on an aggregate assessment of 85 Ukha 
— or over 6 per cent. Strangely enough, however, the Government have 
declined to concede any such relief to the Dekkhan raiyats, and yet the 
case of the Dekkhan is the 'most urgent. The Dekkhan is an arid 
upland with a poor soil and a precEurious rainfall, and yet pays an 
aggregate assessment of 1:20 lakhs on a cropped acreage of 11 millions 
of acres. The MacDonnell Commission^ have expressed the opinion that 
it is not only a full assessment, but weighs harder on the Dekkhan 
peasantry than elsewhere on account of scanty crop-yield, and is one of 
the causes of agricultural indebtedness. Besides, during the cala- 
mitous decade ending with 1901, this tract suffered as no other did 
throughout the country. The population declined from GS-l lakhs to 
59*4 lakhs ; the cropped area fell off, and the crop-losses amounted to 
over 50 crores of rupees. The cattle loss was over 42 per cent, and 
there was an alarming increase of agricultural debts. Altogether there 
was in these districts a degree of agricultural deterioration and 
economic exhaustion such as had not been witnessed in any part of 
the country during the last century. And yet so far the only reductions 
which the Bombay Government have announced amount to a trifle 
over Rs. 3,000 I 

Increased Alcohol Consumption Deplored 

My Lord, in explaining an increase of half a million sterling under 
excise-revenue in the revised estimates for the closing year, the Hon’ble 
Member says ‘ Increase of revenue is undoubtedly in great part 
due to improved administration and greater attention to preventive 
measures but it is also due, and probably to a very large extent, to 
improvement in the condition of the people,’ which is the Hon’ble 
Member's paraphrase of the expression ' increased oonsumptioa * And 
he proceeds to observe : — 

SatlsfMtory u is from one point of view a growth of revenue, weoouldnot 
regard with satiefaotion any inorease which might possibly be attributed to in« 
oreased oonsumptlon of alcohol in excess of the legitimate raqnlrements of those 


1. see foot-note 1 on p. 14. 
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oImim among tho population to whom, from long habit and ouitom, aloohol in 
moderation io a v^tual neoessity. There ie no deeira on the part of the Government 
of India to inoreaae revenue by encouraging iodulgenoe in alobboL It is a matter 
in whioh we feel our full responiiblllty, whioh undoubtedly requires constant, oare- 
fhl watehing, and to whioh at the present moment we are devoting speoial atten* 
tion in the interests of temperance and morality. 

This declaration of the Hon’ble Member will be welcomed with 
sincere satisfaction throaghout the country. The revenue under 
Excise shows an alarming growth during the last twenty years, having 
risen from 3-63 crores in 1882-83 to 6'64 orores in 1902-03, an increase 
of 82 per cent,, or taking the year 1903-04 to 7-4 orores, ». e., an 
increase of over 100 par cent, in 20 yearg. The increase in population 
during the period has been only 15 per cent. Part of the increase in 
the revenue has no doubt been due to enhancements of excise-duties 
and to stricter preventive measures. But a large part has been owing, 
as admitted by the Finance Member himself, to increased consump- 
tion. The import of liquors too has increased during the time by over 
35 per cent., having risen from 4*12 million gallons to 5-57 millions. 
All things Considered, there is the clearest evidence to show that the 
Curse of drink is on the increase, especially among the lower classes 
and the wild aboriginal tribes, spreading ruin and misery among them. 
As appears from the Material and Moral Progress Report for 1901-02, 
in Bengal the consumption of country spirits in distillery areas shows 
an expansion of 55 per cent., having advanced from 3-9 lakhs of 
gallons to over 6-1 lakhs during the decade 1891-92 to 1901-02. So, 
too, in the United Provinces of Agra and Oudh, the reported consump- 
tion of country spirits was 24 par cent, higher. No accurate statistics 
are forthcoming on this point, but the.fact of an expanding consump- 
tion is undoubted, and it behoves the authorities anxiously to consider 
whether more effective measures could not be devised than at present 
with a view to checking the spread of consumption of these intoxicants 
Eunong the poorer classes, it is true that some reduction has been 
effected in the number of shops, but in this matter ps much depends 
upon the sites of these shops as on their number perhaps more. 
Were shq?s to be set down opposite schools, colleges, places of worship, 
hospitEds, etc., as the Hon’ble Mr. Woodroffe' said the other day in the 
Beng(al Legislative Council they were in Calcutta itself, it would be of 
little avail to reduce merely their total number. Local option is the 
only remedy for an evil such as this. In the Material and Moral 
Progress Report to whioh I have already referred, we are told that 
definite orders have been passed in accordance with the principle 

1. Advocate-General of Bengal and member, Bengal Legislative Council, 
1889-1904. 
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formulated by the Government of India in 1890 to the effect that 
before any new site is fixed for the establishment of a shop, reference 
shall be made to local opinion and that any reasonable objection shall 
be entertained. The instruction here described as authoritatively laid 
down is as it should be ; but it is open to question how far it is acted 
on in practice. Instances can be cited of shops, in reference to the 
location of which no deference whatever has been shown to local 
^opinion or sentiment. Further, the existing arrangements of the 
excise administration leave much to be desired. The ‘minimum 
guarantee’^ in Bombay, the general auctioning of licences to keep 
stills in out-still areas and even the central distillery system, with its 
varying arrangements for the «nanufacture of spirits — these are 
some of the features of the existing administration which require close 
and careful investigatioa The whole subject calls for a fresh exami- 
nation and it behoves Government to institute a searching inquiry. 
Education would be an effective remedy, but its operation is bound to 
be slow. I think legislative effect should be given to the direction as 
to local opinion. 


Misleading Import-Export Statistics 

My Lord, among the important topics of a general character, 
on which this year’s Financial Statement offers some interesting 
observations, is the subject of India’s balance of trade. The Hon'ble 
Member states at the outset that he has been much surprised to learn 
that ‘ there are considerable misapprehensions abroad on the question 
of the balance of trade ’. And after examining certain figures fur the 
three years from 1900-01 to 1902-03, the Hon’ble Member records 
his conclusion that the figures ‘entirely dispose of the erroneous 
assumption that India is paying far more than she receives under the 
three heads of imported goods, imported investment securities, and 


I, Under this system, “ the contractor had to furnish a * minimum guarantee' ; 
that is, he undertook that Government should not receive less than a fixed sum each 
year on account of still head duty on liquor issued from the distillery, and if the duty 
fell short of the guarantee he had to make up the balance, but received no refund for 
duty paid in excess of the guaranteed amount. The contractor had not to pay any- 
thing for the privilege of vend. The minimum guarantee was fixed by Government 
on the basis of the amount of duty represented by annual sales in the monopoly area 
for a series of past years, and on the Commissioner's estimate of what the actual 
demand for licit liquor at tie current rates or at the rates if enhanced was likely to be 
during the first year of the contract. In fixing the minimum guarantee care was taken 
that the farmers were not overburdened, and the guarantee was fixed rather below 
than above the estimate of the normal consumption of the district. ( An extract from 
**A Note on Excise Policy and Practice ** in the Bombay Presidency, by Mr. W. C. 
Shepherd, i.e.s., Commissioner of Customs, Salt and Excise, (1922). 
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payment abroad of budgeted Government sterling charge His argu- 
ment is briefly this : During the three years under consideration, the 
excess value of exports over imports was £47*58 millions sterling. 
From this total must be deducted £1*45 millions being the value of 
rupee paper transferred to India during the period; while we must add 
to it a sum of £2*14 millions, representing the value of stores, arms, 
munitions and animals, supplied to the Home Government in connection 
with their requirements in South Africa and China. This gives us 
net excess of exports in three years of £48-27 millions. Now, says the 
Hon’ble Member, this is practically the amount of the Secretary of 
State’s drawings during the three years. And thus the excess of the 
country’s exports over its imports ^ no 'more than the amount of the 
Home charges, which means that the Home charges really represent all 
that India pays annually over and above what she has to pay in return 
for her imports. My Lord, I confess 1 was startled to read this para- 
graph, and I asked myself : ‘ If the Hon’ble Member is right, what 
becomes of the profits which English merchants annually earn in 
India ; what becomes of the freight the English Companies earn ; what 
becomes of the savings of English lawyers, English doctors, English 
Civil and Military servants of the Crown ? Does nothing really go out 
of India for all these ? ’ And then I examined the Hon’ble Member’s 
figures somewhat closely, when I found that he had left out of account 
two most important items. The excess of exports over imports that he 
gives is the excess of all our exports over all our imports, including 
merchandise and treasure and stores, both Govermnent Und private. 
The imports thus include (1) the capital raised annually in England and 
spent on Indian railways and irrigation works, for which there is no 
corresponding export, and (2) the Government stores for which provi- 
sion is made in the Secretary of State’s disbursements for current 
purposes ; these stores are worth about 1^ to 2 crores a year, and they 
represent a valup received by India for a corresponding portion of the 
Home charges, and they are thus different from the rest of the Home 
charges. Our real imports, therefore, i. c., those which we receive in 
exchange for our exports, are less than our nominal or total imports 
by the amount of the capital which is raised by the State and by 
Companies in England every year and spent on Indian railways and 
irrigation works. And, secondly, the net loss to the country under 
Home charges is represented, not by the whole of the Secretary of 
State’s drawings, but by a sum which is equal to those drawings minus 
the value of the stores for which provision is made in his current 
disbursements. The amount raised in England during the three years 
under consideration and spent on public works in India was, 1 believe, 
about 16 millions sterling. This figure must, therefore, be deducted 
from our total imports to get at the imports which we received in 
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exchange for our exports. We thus have during the three years an 
exoesfi of 64 millions and not 48 millions of our exports over our 
real imports. As against this we have to set, not the whole of the 
Secretary of State’s budgeted drawings, which have been stated to be 
49 millions sterling, but these drawings minus the value of the stores 
included in them, which was over three millions. We thus see that 
while the Secretary of State’s drawings for his own purposes would 
have been satisfied by an excess of about 46 millions sterling of our 
exports over imports, the actual excess was about 64 millions sterling 
or about 18 millions more in three years. I think, therefore, that we 
may well assume that this silm of 18 millions represents the amount 
which India paid more than she received during the three years under 
the three heads of ‘ imported goods, imported investment securities, and 
payment abroad of budgeted Government sterling charges. ’ Moreover, 
this figure does not take into account the capital imported into India 
by private individuals or Companies for minor industrial undertakings. 

Great Increase in Military Expenditure 

My Lord, a most striking feature of this year’s budget is the great 
increase that has taken place in the military expenditure of the 
country. The Finance Member himself is almost outspoken: in the 
expression of his regret on the subject. The Budget Estimate for 
1904-03 exceeds all previous record — the charge budgeted for coming to 
no less than'28-6 crores. The following figures show how steady and 
continuous has been the rise in our military expenditure during the 
last twenty years : — 

Year. Military expenditare in orores 


1884-85 ... ... 16-96 

1887-88 .. ... 20-41 

1890-91 ... ... 20-69 

1894-95 ... ... 24-09 

1902- 03 ... ... 25-91 

1903- 04 (Revised) ... ... 26-78 

1904- 05 (Budget) ... ... 28-66 


or an increase of nearly 70 per cent, in twenty years as against an 
increase of about 44 per cent. — from 51 crores to 73 crores— in the 
receipts under the principal heads of revenue. The Hon'ble Sir Edmund 
Elles^ gives in his statement what he will forgive me for calling a 
curious table, compiled to show that, whatever may be the actual figure 
of military expenditure, if is not only not rising relatively to the total 
revenue of the country, but that as a matter of fact there is a notable 
decline in the jwrcentage of revenue spent on the army. The Hon’ble 
Member takes two periods of four years each, one from 1896-97 to 1899- 

1. Military Member, Government of India, 1901-05 ; .'Vdjutant-General in 
India, 1900-01. , 
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1900 and the other from 1900-01 to 1903-04, and he seeks to prove that 
while during the former period the net military expenditure Qf the 
country was 24*7 per cent, of the total revenue, during the latter period 
it has been only 21 per cent. The Hon'ble Member’s method of insti- 
tuting comparisons is, however, open to most serious objection. His first 
period is a period of famines and firontier wars, so that while the revenue 
during that time is not at its normal level, the military expenditure is 
at an abnormally high level, and thus he gets a higher percentage for 
purposes of his comparison. The second period, on the other hand, is a 
period during which the revenue is above the normal owing to specially 
good seasons, and the military expenditure is below the normal owing 
to a part of the troops being engaged in South Africa and China. Now 
this is bad enough, but worse than this is the fact that while he takes 
on the one hand only net military expenditure, he takes on the other 
the gross revenue of the country. Now, as we all know, the figures of 
gross revenue are altogether useless for purposes of a fair comparison ; 
for they include large receipts under commercial services railways, 
irrigation works, post and telegraph — which are balanced by corres- 
ponding entries on the expenditure side and which, therefore, only go to 
swell the total figures of gross revenue without making any real addi- 
tion to the resources available for administrative purposes. Moreover, 
railway receipts have been of late years going up by leaps and bounds. 
Of course the entries under railways on the other side have also been 
correspondingly increasing, but if you take into consideration only the 
figures of gross revenue, you get an altogether erroneous idea of the 
growth of the real revenue of the country. For purposes of a useful 
comparison, therefore, the only proper method is to take the figures either 
of net revenue or of the total receipts under what are known as the 
principal heads of revenue. Taking the latter set of figures, which are 
more favourable to the Hon’ble Member’s point of view than the former, 
we find that the net military expenditirre is about 36 per cent, of the 
revenue under the principal' heads, and that this percentage has practi- 
cally continued steady at that figure except during the years when the 
Indian exchequer secured some relief by lending a portion of the Indian 
troops for service in South Africa and China. The question of these 
percentages, however, is, comparatively speaking, of less importance 
than the question whether there is ever to be a limit to the growth of 
these military burdens. My Lord, the question of military expenditure 
is really one of policy, and in the shaping of that policy the people of 
this country have no voice. But may we not ask, as I asked in my 
budget speech of last year, that Government should adopt a policy of a 
little more trust in this matter ? For, while things continue as they 
are — with our Army maintained on a war-footing in times of peace, 
with no national militia of any kind and the pec^l^ of the country 
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altogether shut out from the privilege of citizen soldiership — there is 
no prospect that the heavy sacrifices demanded at present of the 
country will ever grow less heavy. My Lord, His Excellency the 
Commander-inrChief addressed the other day a powerful appeal' to 
Englishmen in India to come forward and enrol themselves as 
volunteers from a sense of public duty. May not the Government 
consider the desirability of permitting — aye, inviting — carefully 
selected classes from among the children of the soil to share in the 
responsibilities of national defence ? Both sentimental and financial 
considerations demand the adoption of a policy of this kind ; and unless 
this is done, the growing military expenditure of the country will in 
course of time absorb all available resources and oast its blighting 
shadow over the whole field of Indian administration. 

My Lord, these were some of the observations that suggested 
themselves to me when I read the Financial Statement which my 
Hon’ble friend has presented to the Council this year. 1 have said 
nothing today about some of the more important branches of civil 
expenditure, because we seem to be on the eve of great changes which 
will affect and practically reconstruct the entire basis of the civil 
expenditure of the country. An administration, in many respects the 
most strenuous, as it undoubtedly has been the most eventful, of any ttu^t. 
the country has known for many years past has formulated these 
changes after a prolonged inquiry, and the country is waiting to see 
how they work* in practice when they are introduced. The advance 
that has been made this year in the matter of Provincial finance, the 
undertaking of a comprehensive programme of irrigation works that is 
expected as a result of the Irrigation Commission’s^ labours, an 
improved Police Service, increeised expenditure on education in all its 
branches, the institution of State scholarships for industrial education 
abroad, the establishment of an Agricultural College at Pusa, the 
encouragement of co-operative credit societies — these and other 
measures will require a large outlay of public money, if they are not to 
disappoint the expectations that have been formed of them in the public 
mind. It will be some time before we are in a position to watch the 
actual operation of these measures and to see how far the increased 
expenditure necessitated by them has been justified. Meanwhile, my 
own frame of mind in regard to them is, I confess, one of great hope. 
I feel that, if they are carried out in the spirit in which they ought to be 
carried out, they will prove a source of no small benefit to the country. 
If this hqpe is realised, the increase in public expenditure which these 
measures must involve, will not only not be grudged, but will be reg^ded 
with feelings of sincere satisfaction and gratitude all over the country. 

1, The Commisrion was appointed “to report on the Irrigation of India as a 
protection against famine' with Col. Sir Colin Scott-MoncrieS as {Resident (1^1>03). ' ; 

0.-9 
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iAt a meeting of the Imperial Legislative Comal, held on Wednes- 
dag the 29th March 1905, Lord Cureon, the Viceroy, presiding, Ookhale 
made the following speech on the Financial Statement for 1905-06 pre- 
sented by Mr, E. N. Baker, ] 

Appreciation of Proper Use of Surplus 

My Lord, it is with sincere pleasure •that I offer my warm congra- 
tulations to the Honljle Mr. Baker on the Financial Statement, which 
he has laid before the Council The Statement is remarkable alike for 
its grasp of principle and its mastery of detail, and for lucidity of ex- 
position it will take rank with the best statements that have ever been 
presented to this Council Indian finance is at present passing through 
a new phase, and judging from the statement before us, we may well 
anticipate that the Hon*ble Member’s tenure of office as Finance Minister 
will be an eventful one. My Lord, there is but one feeling throughout 
the country— and it is a feeling of deep and unalloyed satisfaction— as 
to the manner in which the Government of India have decided to apply 
about 3f crores of the excess of their revenue over expenditure to mea- 
sures of remission of taxation, administrative impipvement, and the 
general well-being of the people. I heartily welcome the*further reduc- 
tion of the salt duty by eight annas a maund. The duty now stands, 
as the Hon’ble Member rightly claims, at a lower rale than it has ever 
done during the last quarter of a century. In urging this measure of 
relief last year, I had ventured to observe : 

The lalt-duty was reduced by eight annas last year, and the measure of relief, 
was reoeived with' deep gratitude throughcut the country. The leduotion might 
bow erer, be carried still further without any inoonTenienoe. The salt-duty question 
in India is essentially a poor man’s question ; for it is the poorer many — and not- 
the rioher few — who eat more salt when it is cheap, and less, when it is dear* 
The aonndest policy in the matter — even financially — would, therefore, seem to 
be to raise an expanding revenue on an expanding consumption under a diminisb- 
lag scale of duties. 

The only r^ly, which was then vouchsafed to my appeal by our 
late Finance Minister, Sir Edward Law, was the remark that I was 
' one of the multitude who stand at the door of the Treasury and always 
cry, " give, give " ’ ! I rejoice, therefore, to find that in less than a year, 
the Government have seen their way to effect this reduction, and I am 
confident that a rapid increase in consumption will follow, wiping out, 
before long, the loss that has been caused to the Exchequer and demon- 
strating at the scune time the wisdom of the course adq;>ted by Gktvern- 
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ment. Two years ago, when the duty was lowered from Rs. 2-8 to Ba. 2 
a maund, fears were expressed in certain quarters that the benefit of 
the reduction might not, after all, reach the poorer classes, being intw- 
oepted on the way by small traders. Many of us thought at the time 
that the fears ware quite groundless, and I am glad to see that they 
have been most effectively disposed of by the remarkable increase in 
consumption that has since taken place. That there is still a very large 
margin for increased consumption is evidenced by the fact that in 
Burma, where the duty is only one rupee a maund, the average con- 
sumption of salt is 17 lbs. per head, as against about 10 lbs. in India 
proper, where the duty has l^n Rs. 2 a maund for the last two years 
and Rs.2-8 before that. Even with the present reduction, the impost 
amounts to about 1,600 per cent of the cost price, as it takes only 
about an anna and a half to manufacture a maund of salt, and it is 
clear that this is a very heavy tax on a prime necessary of life, which, 
as Professor Fawcett^ once said, should really be ‘ as free as the air we 
breathe and the water we drink. ’ And I earnestly trust that the Gov- 
ernment will take another opportunity to carry this relief still further, 
especially as a low salt duty means a valuable financial reserve at the 
disposal of Government, and there is now no doubt that the relief 
accorded directly benefits the poorest classes of the community. 

The abolition of famine cesses will be hailed with satisfaction by the 
people of the i^ovinoes concerned, and it redresses one of the anomalies of 
the Famine Insurance Grant. The raising of the weight which the Post 
Office carries for half an anna from one*half to three-fourths of a tola will 
be widely appreciated, and the definite declaration of policy, with which 
this concession is accompanied, viz , that it is not the desire of Govern- 
ment to treat the Post Office as a source of revenue, practically ensures 
that all excess of receipts over expenditure will in future be devoted to the 
further improvement or cheapening of postal facilities. Now that the 
letter-weight carried for half an anna is exactly half of what is carried 
for one anna, I hi^e a half anna stamp will be made the unit for wei- 
ghts exceeding tolas instead of the one-anna stamp. The allotment 
of a sum of 50 lakhs to Police reform to improve and strengthen the 
lower grades of the service is a welcome measure of far-reaching import- 
ance and is unaffected by whatever differences of opinion there might 
exist about the recruitment of the higher grades. The addition of a rupee 
to a constable’s salary may not make in individual cases any difference 
as reg^ds his honesty or efficiency, but taken in the mass, the in(nre- 
ment is bound to be reflected in an improved standard of work, and in 
any case the measure is a long-deferred beginning of an absolutely neoes- 


1, Set foot*note on p. 9. 
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sary refonn. The grant of 35 lakhs to Provincial Governments for 
additional expenditure on Primary Education is also an important step 
in the right direction, the held of mass education being one in which 
what has been already done is but little, as has been admitted by the 
Gk)vemment of India in their Resolution of last year on the subject, 
CCHnpared with what remains to be done. The grant of 30 lakhs for 
agricultural research, experiment and instruction, and the announce- 
ment that the ultimate aim of Government in this matter is ‘ the esta- 
blishment of an experimental farm in each large tract of the country, of 
Which the agricultural conditions are approximately homogeneous, to 
be supplemented by numerous demonstration farms, the creation of an 
agricultural college teaching up to a three years’ course in each of the 
large provinces and the provision of an expert staff in connection with 
these colleges for purposes of research as well as education,’ indicate 
that the Government at last have made up their mind to recognise in a 
practical manner the supreme importance of scientific agriculture in 
this land. Twenty lakhs a year for such a purpose for the whole of 
India is of course totally inadequate, but it is a good beginning, and the 
Government have undertaken to find steadily increasing funds till the 
Whole programme is properly carried out. The last measure, to which 
a part of the surplus is proposed to be devoted, is a grant-in-aid of the 
funds of District and Local Boards throughout India, amounting in all 
to about 56| lakhs a year and equal approximately to one-fourth of the 
income of these Boards. This, to my mind, is one of the,most interest- 
ing features of this year's Budget, and it is a feature on which I offer 
my heartiest congratulations to the Hon’ble Member. It means a frank 
acknowledgment of the claim of Local Bodies to participate in the finan- 
cial prosperity of the Government of India, and a recognition of the 
fact that without the aid of Government the resources of these bodies 
are utterly unequal to the proper discharge of the various duties laid on 
them. The last* National Congress, which met in Bombay, had urged 
such assistance to Municipal and Local Boards, and 1 rejoice to find 
that Government have responded, at least partially, to the appeal Suc- 
cessive visitations of famine and pleigue have in many places so far crip- 
pled the finances of these Bomds that they have had the greatest diffi- 
culty in averting a complete breakdown, and it was a serious reproach 
to existing arrangements that, while there was such a plethora of money 
in the Government of India’s Treasury, and even Provincial Govern- 
ments were not able to exhaust all the grants made to them, these Local 
Bodies, whose work concerns the health and comfort of the public far 
more intimately than that of either the Supreme or the Provincial 
Governments, should continue year after year in a state almost verging 
on bankruptcy and should be unable to discharge satisfactorily even 
their most elementary duties ! Government have now lOcxne forward to 
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assist in a libsral spirit the District and Local Boards and the assist* 
anoe will evoke the sincere gratitude of these Boards. Municipal Bodies 
have for the present been left out in the cold, but the principle of admit, 
ting Local Bodies to a share in the financial prosperity of Government 
huving once been accepted, 1 venture to think that assistance, similar 
to what has now been offered to District and Local Boards, cannot rea- 
sonably be withheld from Municipalities, whose difficulties are not 
less serious and whose duties are even more onerous than those of the 
Boards. 

Financial Sysfem Unsound and Indefensible 

My Lord, the revised estimates for the current year show a surplus 
of 5^ orores. This surplus has been obtained after making a special 
grant of one crore to the Governments of Bombay and the Punjab. So 
the real surplus for 1904-05 must be set down at 6i crores. This is 
the seventh successive year, in which such a large surplus has been 
realised by the Government of India, and though advantage has been 
taken of it to remit taxation to the extent of about two orores of rupees 
and to apply about If crores to most excellent objects, the whole 
financial position is still so extraordinary that it calls for a brief 
review. The surpluses realised by the Government of India during 
the last seven years amount in all to about 32^ crores of rupees, and 
they don’t include the special grants made to the various Provincial 
Governments and Administrations from time to time. In addition to 
this, a sum of about 12 J crores has been earned by the Government of 
India during the last five years as profit on the coinage of rupees, 
owing to the difference between the bullion value of silver and the 
token value of the rupee, and it has been set apart to form a Gold 
Reserve Fund. This gives us a clear excess of 45 crores of revenue 
over expenditure during the last seven years. Moreover, during this 
period, extraordinary charges, amounting to about 16 chores, for famine 
relief and for military purposes, have been met out of revenue. Further, 
about 2 crores have been spent out of revenue on Railways and Irriga- 
tion Works under Famine Insurance, under which head also a sum of 
3} crores has been devoted to the reduction or avoidance of debt. 
Even if we leave out of account the extraordinary charges met out of 
revenue and the sum spent on Railways and Irrigation under Famine 
Insurance, as money already spent, we still have a total of about 49 
crores of rupees to represent the excess amount taken by Government 
from the people in seven years over and above the requirements of the 
administratioa Twelve and a hadf crores out of this has been set aside, 
as has been already mentioned, to form a Gold Reserve Fund, , and the 
remaining, about 36^ crores, has been devoted to the repayment or avoid- 
ance of debt, as may be seen from the fact that during this period 
Government have discharged £5,000,000 net of temporary debt, and 
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have spent 48^ millions on Railways and Irrigation Works, though 
they have borrowed only 21} millions, the difference being found from 
Cash Balances, of which the surpluses form a part. Moreover, as an 
inevitable result of such plethora of money at the disposal of Govern- 
ment, public expenditure has increased in all directions— and notably 
under Army Services —on an unprecedented scale. The following fig" 
ures for the last four years show at a glance how rapid has been the 
growth of public burdens and what is the position that has now been 
reached. In these figures, 1 have taken the revenue under Post, Tele- 
graphs, Railways and Irrigation net. This, 1 submit, is the only way of 
presenting a correct idea of our revenue ^d expenditure, as the receipts 
under these heads are for services rendered and are balanced on the 
other side by corresponding expenses which virtually absorb the receipts. 
Unless, therefore, we take these figures net, we get an altogether erro- 
neous idea of our real revenue and expenditure. I have also taken the 
revenue under Mint net, because, for the present at all events, the profit 
earned has to go to the Gold Reserve Fund and is therefore not avail- 
able for general purposes. 


Revenue and Expenditure for four years 190 1-02-J 904-^05 



( in millions sterling ) 




1901-02 

1902-03 

1903-04 

1904-05. 

( Revised ) 

Revenue 

51-91 

52-27 

55*27 

57-59 

Expenditure ... 

46-96 

49-21 

52-28 ^ 

54-U 

Surplus 

4-95 

3-06 

2*99 

3-48 


Coming to particular heads of expenditure, we find that the charge 
under Interest has actually gone down owing to a reduction of the ordi- 
nary debt. And the expenditure under Miscellaneous Civil chewges, as 
also under Famine Relief and Insurance, has remained virtually station- 
ary. Under the remaining heads, there has been a large and steady 
increase, as may be seen from the following figures : — 

( In million! starling ) 



1901-02 

1902-03 

1903-04 

1904-05 
( Revised ) 

Increase 

Colleotion Obarges 





under Principal 





nearly 

Heads of Revenue. 
Salaries and ex- 

6-19 

6-35 

7*16 

7*17 

1 million. 

penses of Oivil 
Departments ... 

11-15 

11*69 

11*98 

12*35 

1-8 H 

Civil Works 

Antaf Services, in- 

367 

4-15 

4*60 

4*82 

1-15 .. 

cluding Military 
Works dc Special 
Defence Works ... 

16-73 

18-44 

18-93 

21*45 

4*72 „ 
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1 have taken 1901-02 as the starting year for the comparison, beoaiiM 
1900-01 was a feunine year, and before that, Gkxvernment could not 
have felt sure of a large annual surplus. It will be seen that our expenr 
diture has grown in four years by more than 7 piillions sterling or about 
lOz orores, and of this, the Army Services have absorbed quite two-thirds, 
t. e. 4f millions or over 7 crores. Again, while the revenue under the 
principal heads has risen during this period from £46*60 millions to 
£50*38 millions or slightly over 8 per cent , the charges of collecting 
it have grown from £6*19 millions to £7*17 milions or by about 16 per 
cent 


Thus after allowing the expenditure to increase in all directions on 
an unprecedented scale, after making large special grants to Provin- 
cial Governments from time to time, after spending nearly 16 crores 
out of current revenues for non-recurring charges, and after laying by 
about 12J crores for purposes of the GOld Reserve Fund, the Govern- 
ment have still been able to devote a sum of about 36^ crores in seven 
years, or a little over 5 crores a year on an average, to the reduction or 
avoidance of debt ! I submit, ray Lord, that such a system of finance is 
unsound in theory and indefensible in practice, for it involves grievous 
injustice to the present generation. I can understand the Government 
always insisting on a moderate working surplus in framing their 
Budget Estimates and providing for the year’s recurring charges out 
of the year’s fevenues. This was what they have uniformly done — even 
during the worst days of the exchange difficulty. But having done 
that, I venture to think they have no right to maintain taxation at a 
higher level than is necessary or to devote the resulting surpluses to 
the reduction of debt, as they have been doing. In all countries, it is 
an accepted canon of finance that the weight of public burdens should 
be kept as light as possible, and that the scheme of taxation should be 
so fixed and adjusted as to meet, but no more than meet, public require- 
ments under normal conditions. If this is so in rich European countries, 
it should be much more so in India, where the revenue is raised from a 
poor, helpless population, and the larger part is contributed by a broken 
and exhausted peasantry, and where, owing to the special circum- 
stances of the case, the character of public expenditure is such that a 
gn^eat portion of it has to be spent on objects unconnected or but remo- 
tely connected with the moral and material advancement of the people. 
Moreover, the ordinary debt of India — as distinct from the public works 
debt, which is fully covered by valuable assets— is not large, and there 
is no justification for being in such a hurry to reduce it The ubnost 
that the Government might do in the matter is to provide for a small 
siiMng fund, say, about a million sterling a year; but beyond this it is 
indefensible to go especially as in the absence of a reduction of taxation. 
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iheire are so many ways, all intimately connected with the well-being of 
the peqple, in which the surplus revenue could be spent. 

Costly Army Reorganisation Scheme Criticised 

This brings me to the scheme of Army re-organisation and the 
provision of 3 orores 66 lakhs that has been made for it in the next 
year’s Budget. The scheme is one of vast magnitude, and it is claimed 
that it will be of lasting benefit. No lay criticism of its technical as- 
pects can, of course, be of any value, though even laymen cannot help 
noting that expert opinion is not quite unanimous in regard to it. Thus 
we find Colonel St. J. M. Fancourt, 0. B., writing to the Madraa Mail to 
urge that enlarged camps of exercise will serve the purpose as well as 
the proposed concentration camps and will be much less costly and will 
offer fewer administrative difficulties ; that the training under the 
climatic conditions of the country, especially the summer heat, cannot 
be carried on the whole year round, which reduces the value of a per- 
manent location of troops in large concentration camps, and that for 
the annual seasons of drill, troops can be moved and massed wherever 
desirable, the expanding Railway system affording increasing facilities 
for such movements. Laymen also cannot help thinking that, in the 
very nature of things, there can be no finality in such plans of distri- 
bution of armed forces. The period is a period of mighty changes and 
the world’s affairs are passing through a new phase. The rise of Japan 
as one of the first Powers in the world is a new factor in international 
politics and of vast significance. New and unexpected combinations 
may arise, and the danger-zones and danger-points may not remain as 
they at present are — for ever and ever. However, the towering per- 
sonality of His Excellency the Commander-in-Chief* must silence all 
objections to the scheme of which he is t’ne author, and the required 
money — 15 crores of rupees — has to be found to carry it out. The 
Government have announced their intention to meet the whole charge 
from current revenues, and they have already provided in the next 
year’s Budget a sum of 3 crores 66 lakhs for the purpose as a first 
instalment, committing themselves at the same time to devote similarly 
3 crores every year till the whole programme is completed. My Lord, 

I beg leave to protest most earnestly against this decision of the 
Government of India. The charge is heavy and non-reourrent and, on 
the analogy of English and Continental practice in similar cases, ought 

1. Horatio Herbert Kitchener (later Eari Kitchener of Khartoum) (1850-1916); 
Field-Marshal; member of a joint English, French and German Commission io 
delimit the territory of the Sultan of Zanzibar, 1885 ; Governor-General of Eastern 
Sudan, 1886-88 ; Commander-in-Chief in India, 1900-09 ; British Agent and Consul 
General, Egypt, 1911; Secretary for War, 1914-1916. 
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to be met out of loan funds. It is most unjust to the tax-payers to 
provide for it out of current revenues by yearly allotments and thus 
keep up the high level of taxation for an indefinite period. In' other 
countries such charges are, as a rule, met out of borrowed money. In 
England, just at this moment, there are the Naval and Military 'Works 
Bills before the House of Commons, under which it is proposed to carry 
out these works out of loans. And in defending such action, the Chan- 
cellor of the Exchequer pointed out the other day— on the let instant— 
that, ' if the objects for which those measures provided were paid out 
of the estimates, there would be a disturbance of our system of taxa- 
tion’. My Lord, it is true that the people of India have no constitu- 
tional power, as the people in England have, to control or in other ways 
Influence the administration of their finances by Government. But for 
that very reason, a solemn moral responsibility rests on the Govern- 
ment here not to ignore considerations that are accepted as conclusive 
in England. The present decision of Government, so unjust to the 
tax-payers, leaves room for legitimate complaint, especially when it is 
remembered that we have devoted no less a sum than 36} crores of 
rupees out of current revenues towards the reduction of debt during the 
last seven years, and that an addition of fifteen prores will still leave it 
31 crores lower than it was in 1898. 

Curzon’S' Conception of India’s Military Responsibilities Challenged 

My Lord, € have already referred briefly to the alarming growth 
that has taken place in the military expenditure of the country in 
recent years. The military problem is the most dominant factor in the 
general position of the country’s finances, overshadowing every other. 
National safety is, of course, the first and most paramount consideration 
in a country’s administration. But no people can bear indefinite and 
ever-increasing burdens— practically without limit, and* absorbing the 
greater part of every financial improvement — even in the name of such 
safety. I have on previous occasions spoken more than once on this sub- 
ject at some length in this Council, and 1 do not, therefore, propose to 
say much today. Last year the Hon’ble Sir Edmond Elies,* in his reply 
to some of my observations, told the Council that I had criticised 
measures about which my knowledge was infinitesimal. The remark 
was somewhat superfluous, seeing that in my speech I had taken care 
not to say one word about any technical matters. The Hon’ble Mem- 
ber then went on to cite the instance of Japan and ask what would 
have been her fate, if her future had been guided by statesmen 
holding the views of my Hon’ble friend Mr. Sri Bam and mysplf. I 
do not think the reference to Japan was quite a tactful thihg. For 
Japan’s destinies are guided by her own sons, whose one thought and 

1. aee foot-note on p. 63. 
a.-lO 
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Mtpiration is the greater glory of their country, and who further by 
every means in their power the moral and material advancement of 
their people. Is the Honlile Member prepared to adopt Japan as a 
model for all branches of the country’s administration ? If so, let him 
induce his colleagues in the Government to treat the people of India as 
the Japanese Government treats the people of Japan in matters of edu- 
cation, of industrial development, of military and naval service, of 
appointment to high and responsible office, and I, on my part, humble 
as I am, undertake to see that no Indian publicist raises any objection 
to such military expenditure as the Hon’ble Member thinks it necessary 
to incur. My Lord, on technical aspect! of military questions, the 
opinion of laymen is of course of but little value. But as the English- 
man pointed out the other day : 

Thera is a stage vhen oonsidarationa of military defenoe emerge out of the 
plane which has alv ays been taoitly reserved for professional soldiers.... The 
larger prohlems involving the expenditure of large sums of money and the disposi* 
tions of troops in relation to possible enemies are clearly not to be decided on the 
fiat of military men. These matters affect the State as a whole, and, as such, must 
be looked at from the civil as well as the military point of view. 

Our military expenditure has nearly doubled itself during the last 
twenty years, having risen from 17*9 crores in 1884-85 to 32*6 crores 
in 1905 -06. It now exceeds the entire land-revenue of the country and 
no one can say where it will stop, or if it will stop anywhere at all. It 
is now said that India is the strategic frontier of the BHtish Empire. 
If so, the defenoe of such frontiers is clearly an Imperial responsibility, 
and India ought to be relieved of part of her present military burdens. 
For the last twenty years, the fears of a Russian invasion have domi- 
nated the situation and dictated the scale of our military expenditure. 
Russia now lies prostrate and bleeding — her prestige shattered beyond 
hope, and a standing menace to the peace of Asia gone. May we not 
now hope for a little respite in this piling up of ceaseless military bur- 
dens on our shoulders ? The limits of military expenditure were thus 
laid down by Lord Mayo’s^ Government in 1871 : 

“ We cannot, ” they wrote, “ tbink that it is right to compel the people of this 
country to contribute one farthing more to military expenditure than the safety 
and defence of the country absolutely demand. " 

The Army Commission of 1879* thus defined the functions of the 
Indian Army : — 

The purposes for which the Army of India must be maintained may be stated 
to'h» — {a) preventing and repelling attacks or threatened aggressions from 
foNignlenemies beyond our border; (6) making successful armed disturbance or 

1. -see foot-note 2 onp. 33. 

2. see foot-note on p. 19. 
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ntwilion, whether in Britlih India or in Feudatory Statoa, impoMible ; and 
(o ) watohiog and overawing the armies of feudatory Native States. 

This conception of India’s position and responsibilities, however, 
is no longer thought to be sufficient. Thus last year the Hon’ble Sir 
Edmond Elies, after asking the question ; 

Are we to be content to hide ourselves behind our mountain barriers under the 
foolish impression that we should be safe, whilst the absorption of Asiatic king- 
doms is steadily in progress ? 

observed as follows : 

It is, I think, undoubted that the Indian Army in the future must be a main 
faotor in the maintenance of the balance of power in Asia ; it Is impossible to 
regard it any longer as a local militia for purely local defence and maintenance 
of order. 

And Your Lordship, referring to the same point, said : 

I spoke last year about the increasing range of our responsibilities in Asia and 
a good deal has happened in the interim to point those remarks. My own view 
of India’s position is this : She is like a fortress with the vast moat of the sea on 
two of her faces and with mountains for her walls on the remainder. But beyond 
those walls, which are sometimes of by no means insuperable height and admit 
of being easily penetrated, extends a glacis of varying breadth and dimensions. 
We do not want to occupy it, but we also cannot afford to see it occupied by our 
foes. We are quite content to let it remain in the hands of onr allies and friends ; 
but, if rival and unfriendly influences creep up to it and lodge themselves right 
under our walls, we are compelled to intervene because a danger would thereby 
grow up that might one day menace our security. This is the secret of the whole 
position in Ara&ia, Persia, Afghanistan. Tibet, and as far eastwards as Siam. 

. . . And the whole of our policy during the past five years has been directed 
towards maintaining our predominant infiuenoe and to preventing the expansion 
of hostile agencies in this area which I have described. 

This new and Imperial definition of India’s position and responsi- 
bilities is bound to stagger the people of this country, for it means that 
India’s resources are to be unhesitatingly used for engaging in a raoe 
with European Powers to absorb Asiatic Kingdoms ! Now, apart from 
the ethics of such absorption, I submit that if England’s dominion in 
the East must be thus extended in all directions on the mere suspicion 
that a rival is creeping up towards the frontiers of India, the Imperial 
Government in England and not the poor people of India ought to find 
the money for the purpose. The maintenance of the balance of power in 
Asia is a matter of Imperial concern; and for the Government of India 
to accept that responsibility is to impose upon this country a military 
duty and a financial obligation to which she is utterly unequal and 
which, moreover, it is unjust to throw on her. 

Satisfactory Financial Position otthe Country 

My Lord, I have complained above of the system of finance that 
has been maintained in this country for the last seven years. 
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Thftl oomplaint, however, must not be understood to apply to the prS'* 
sent Financial Statement, whtch indeed has to a large extent broken 
from the old tradition and taken an important step forward in the right 
^reotioa With the single exception of the provision made out of current 
revenues for Army reorganisation, the budgetary dispositions appear to 
me to be both liberal and statesmanlike. Speaking, further for Bombay, 
1 gladly acknowledge the liberal character of the new Provincial Settle* 
ment. 1 rejoice also that the Hon*ble Member has put an end to the 
era of systematic underestimating of revenue and overestimating of 
expenditure. More than once have 1 complained of this practice in 
this Council as unfairly prejudicing the chances of the tax*payer in the 
matter of remission of taxation. Last year, for instance, 1 had said : 

In the twelve years of storm and stress (i.e., from 1885 to 1896) it was perhaps 
neoessary for the Finanoe Minister to act on the safe, if somewhat over<oautioue, 
plan of underestimating the revenue and overestimating the expenditure. But 
though the difficulties of the position have passed away, the tradition, onoe eeta- 
blished, still holds the field. 

And this only drew on me a sharp remonstrance from Sir Edward 
Law.* It was, therefore, with a certain amount of legitimate satisfac- 
tion that I found the Hon’ble Member virtually admitting the correct- 
ness of my contention and admitting it very nearly in my own words : 

** So long ", be has observed, "as all growth of revenue and the fruits of all re- 
trenohment were liable to be swallowed up by a fall in exohange, «it was oommon 
pmdenee to frame the estimates in the moat cautious manner, and to take no 
credit for developments of revenues until they were absolutely assured. When this 
factor was eliminated, the traditions of ezeessivo caution remained and due allow- 
ance was not always made in the estimates for the normal expansion of the 
growing heads of revenue. ” 

My Lord, the financial position of the Government now is one of 
exceptional stretogth. Taking the Budget Estimates for next year, we 
find that after providing 3 croras 66 lakhs for an extraordinary charge, 
which ought to bo met out of borrowings, we still have a surplus of 
1 croro 36 lakhs. This means an excess of 5 crores of revenue over ex- 
penditure. Then the profits from coinage have averaged about crores 
a year during the last five years and they are bound to increase as trade 
expands. These profits will be available for general purposes in a year 
or so, as the Gold Reserve Fund already stands at 8} millions sterling, 
and, as your Lordship stated last year, when it reaches 10 millions ster- 
ling, it * will be sufficient for our purpose and will give us a permanent 
guarantee for stability of exchange.’ Then ^ilway finance has enter- 
ed on a new phase. Aft^ causing a net loss year after year for half a 


1. Finance Member, Government of India, 1900-1905. 
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century— from 1849— aggregating in all to sixty crores of rupees, our 
system of Railways has now commenced to bring in a profit to the 
State, and there is «very reason to believe that this profit wiU steadily 
increase. The revenue under Excise and Customs is also showing a 
large and continuous increEtse. Leaving all growth of revenue under 
Railways as also under Excise, Customs and other principal heads, to 
meet the growing requirements of public expenditure, we still have a 
margin of about 7^ crores a year to devote to purposes intimately con- 
nected with the moral and material well-being of the people. And if only 
military expenditure is prevented from absorbing everything, and a 
comprehensive and statesmanlike view taken of the duties of the State 
and of the exceptional opportunities which the present position of the 
finances affords to Government, a vast deal could be done to improve the 
condition of the people and thereby also deepen, broaden and strength- 
en the true foundations of British rule in this land There is, for in- 
stance, the separation of Judicial and Executive functions to be effected 
— a reform demanded by eminent Anglo-Indians as well as Indians, 
which Lord Bufferin'* described as a counsel of perfection and which, he 
said, could not then be carried out for want of funds. "Well, the Gtovern- 
ment now have funds to carry out the reform many times over, and I 
respectfully submit it ought to be no longer delayed, as the sense of 
oppression and discontent to which it gives rise is Infinitely more seri- 
ous than any administrative convenience which may result from it. 
Then there is the extension of education in all its branches — a matter 
of the greatest importance to the country’s progress. But it is not of 
these that I desire to speak today. 

Fearful Poverty and Indebtedness of the Agriculturist 

The subject that I wish most earnestly to urge upon the attention 
of the Government is the condition of the agriculturist.' My Lord, the 
Indian agricultural producer is terribly handicapped, and his position is 
getting harder every day. In the first place, nowhere is the burden of 
taxes on the land in relation to produce so heavy as in this country, as 
may be seen from the following figures taken from Mulhall's Dictionary : 


Country 


Percentage of taxes in relation to 
gross produoe 

United Kingdom 


8-3 

France 


4-8 

Germany 


3-0 

Austria Proper ... 


49 

Italy 


7.0 

Belgium 


8.8 

Holland 

... 

F8 


1. see foot-note 3 on p. 14 « 
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These taxes on land include stamp-duties and local rates and, in 
France, road-oeeses. In India, leaving out of calculation Provincial 
rates and stamp-duties and confining ourselves to . land-revenue only, 
what do we find ? Taking the figures set forth in the Government Be- 
aolution of 1902, which cannot be suspected of being unduly unfavour- 
able to Government, we find that, in Madras, the assessment is from 
20 per cent in the Godavari District to 8 per cent in Anantapur 
of the gross produce, and in most districts it averages over 15 per 
cent In Bonhay the assessment in Gujarat is 20 per cent, and 
even in the dry and dreary Dekkhan, considering the uncertainty 
of the seasons, it is in no way lighter. In the United Provinces 
of Agra and Oudh, it is one-seventh or one-eighth of the gross 
produce, i. e.. from 12 to 14 per cent Thus, while elsewhere the total 
burden on land is well below ten per cent, with us, taking the land- 
revenue alone, we see that the assessment over most areas is about 15 
per cent and in some portions as high as 20 per cent of the gross pro- 
duce— and this according to official estimates. Secondly, everywhere 
in India, and particularly in the temporarily-settled districts, the utter 
resourcelessness of the agricultural classes is the most distressing fact 
of the situatioa The cultivator has no capital and has but little credit 
and is simply unable to make proper use of Nature’s wealth that lies at 
his door, with the result that his cultivation is of the rudest and most 
exhausting type. The yield of the soil has been steadily diminishing, 
except in irrigated tracts, being simply 8 to 9 bushels an acre, about 
the lowest yield in the world. Thirdly, the currency legislation of 
Government has hit the raiyat very hard, depreciating at once the 
value of his small savings in silver and increasing steadily, as prices 
are adjusting themselves to the new rupee, the burden of his assess- 
ment and his debts. Fourthly, a succession of bad seasons during the 
last fifteen ye^jrs has borne him down with crushing pressure, the Mc- 
Donnell Commission^ observing that the past decade in most parts of 
India has been ‘ a decade of misfortune and distress.’ Lastly, there is 
his terrible indebtedness, which is admitted by everybody, and which, 
there is reason to fear, is steeidily on the increase. In such a situation 
the struggling raiyat toiling ceaselessly without heart and without 
hope needs every assistance and relief t^t can possibly be brought to 
him. But the operations of the Settlement Department are going on 
apace, and everywhere a fresh revision means a fresh enhancement of 
Government demand. Taking Madras, Bombay, Central Provinces, 
and the United Provinces of Agra and Oudh together, we find that 
during the last ten years the land-revenue collections have risen from 
14>4 crores in 1893-94 to 15*4 crores in 1903-04 — an increase of fully 


1. see foot-note 1 on p, 14. 
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one crore in ten years I And yet all these provinces have suffered 
during the period from a succession of calamitous seasons. My Lord, 
the fearful poverty and indebtedness of the agriculturist calls for a 
great and comprehensive scheme of ameliorative action, and no mere 
palliatives will be of much avail. A general reduction of the State 
demand in the temporarily-settled provinces as suggested by Mr. 
O’Connor, and the grant of Permanent Settlement to those provinces to- 
gether with a bold scheme for the oomi>ositionof theraiyat’s liabilities- 
nothing less than these measures will really save him from utter and 
hopeless ruia The present financial position, with an assured excess 
of at least 7| crores of revenuh over expenditure, gives Government a 
great opportunity, which, if allowed to slip now, may never present it- 
self again. A reduction of 20 per cent, in the State demand in the 
provinces of Madras, Bombay, Central Provinces, and United Provin- 
ces will not cost more than 3 crores a year and the amount sacrificed 
will return to the State tenfold in the increased prosperity and content- 
ment of the people. And a great scheme of composition of debts, 
similar to the one for buying out the landlords in the Irish Land Pur- 
chase Act of last year — when the Imperial Treasury undertook to 
advance a hundred millions sterling for the purpose — will mean the 
making of the raiyat again and is the only way in which the problem 
of agricultural indebtedness can be successfully grappled with. 

^Substantial Grants to Municipalities Urged 

Another subject which I wish earnestly to bring to the attention of 
Government is the condition of Municipal bodies in those parts of the 
country which have suffered severely from successive visitations of the 
plagnis- The finances of some of these bodies have been so completely 
disorganised that it is with difficulty that they are ableAo perform their 
most elementary duties. They still owe large sums to Government for 
plague loans, though the greater part of these loans have been already 
remitted by Government, and unless Government come forward again 
to help them out of their embarrassments, their available margin of 
income over exi>endituremu6tbe devoted to the paying off of these debts 
for several years to come. I have the honour to preside over one of the 
largest Municipalities in the Bombay Presidency — the Ccwporation of 
Poona — a body which has suffered as much as any other from this terri- 
ble scourge ; and 1 know from personal experience how we are simply 
powerless at present to undert£dce any large works of Improvement and 
what a struggle we have to make merely to keep things going. Our 
plague debt today is about lakhs of rupees — a sum nearly equal to 
our annual income — and it will take something like fifteen years to 
clear it off, which means that for fifteen years our small margin of 
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income over expenditure will not be available to us for any other pur- 
pose. From a return very courteously supplied to me by the Finance 
Member, 1 find that the amount which the mofussil Municipalities in 
the Bombay Presidency still owe to Govermnent is about 17 lakhs of 
rupees. This is over and above 22 lakhs which the Government have 
already remitted. Moreover, the Municipalities have met out of their 
own revenues a plague expenditure of about 16 lakhs. It is only fair 
to mention that for these plague loans the Municipalities are only 
technically responsible. They represent the excess expenditure incurred 
by Government in the name of Municipal Bodies in the early years of 
the plague, when all kinds of drastic measures were adopted to stamp 
out the disease and Municipal money was spent by plague officers ap- 
pointed by Government with the most reckless profusioa Now this 
sum of 17 lakhs, which the Municipalities still owe to Gown- 
ment, is really the merest nothing to the Government, with their 
crores and crores of surplus revenues; but to these Municipal 
Bodies it means all the available margin of income over expenditure. 
I therefore earnestly suggest that these plague loans should be 
written off by Government so as to leave Municipalities free to 
devote their slender resources to urgently needed undertakings, 1 am 
willing that in writing off these loans a condition should be imposed 
on the Municipalities that the amounts written off by Government 
should be devoted to works of permanent utility. I am sure, my Lord, 
if only the Finance Minister will adequately realise the extent of our 
difficulties— difficulties which contrast most painfully with the pros- 
perous condition of the Government of India’s Treasury— he will at 
once recognise the absolute necessity of coming to our relief. In Poona, 
for instance, we have the plague from four to six months every year. 
During these months we suffer a heavy loss in octroi and other reve- 
nue, and while^Qur receipts thus suffer our expenditure increases be- 
cause, in addition to our ordinary establishment, we have to maintain 
a special establishment to deal with the outbreak of plague. My 
Hon’ble friend Mr. Younghusband, who is Commissioner of the Division 
to which Poona belongs, and who has always been a most sincere friend 
of local bodies, will, 1 am confident, endorse every word of what I have 
said if he is called upon to express an opinion on this subject. But 
writing off plague loans is not all the assistance that I ask for our 
Municipalities at the hands of the Govermnent. I want the Govern- 
ment to go further — much further — and recognise the obligation to 
make substantial grants in aid of the funds of these bodies for works 
of permanent improvement, such as drainage and water supply. My 
Lord, the persistence with which the plague has been lingering in our 
midst has drawn pointed attention to the questions of faulty drainage 
and defective water-supply, and it is recognised that real improvement 
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in the health conditions of the people is impossible, unless these matteip 
are taken seriously in hand. Now it is a Western plan which leaves 
such works to be executed by local bodies out of their ovnu resources. 
And though it may work well in Western countries owing to the 
wealth of their towns, it is utterly unsulted to India, where the unaided 
resources of local bodies are altogether inadequate for such costly 
undertakings. Moreover, in view of the frightful mortality caused by 
the visitations of plague and the generally high death-rate of Indian 
towns, it is a clear obligation resting on Government, especially when 
they have funds necessary for the purpose, to do all that lies in their 
power to promote the interests of public health, and from this obligation 
they are not absolved simply because they have handed over certain 
duties and certain resources to certain Boards. Further, these Boards 
are not independent bodies. They are subject to a large measure of 
Government control, afld they include a considerable proportion of 
Government nominees. It is only fair therefore that the Government 
should assist them financially in carrying out projects which are be- 
yond their unaided capacity to undertake. Government give a grant 
to these Boards in aid of education, and there is no reason why public 
health should not be placed on the same footing as education. I would 
therefore suggest that about a million sterling a year should be devoted 
to assisting Municipal Bodies with grants for drainage and water-works. 
1 understand that such grants are not unknown in individual instances 
in Madras and some other Provinces. 1 think, however, that the con- 
struction of such works will be greatly encouraged by the Government 
adopting an attitude of liberality as a general policy in this respect. 
The needs of public health require such assistance from Government 
and financially they are in a position to render it. The principle, 
moreover, has b^en accepted this year in the case of District Local 
Boards. 1 earnestly trust, therefore, that the suggestion which I have 
ventured to make will receive favourable consideration at the hands 
of Government. 

Exclusion of Indians from Offices of Trust and 
Responsibility 

My Lord, 1 have already detained the Council at considerable 
length, but there is one subject more about which 1 would like to say a 
word before 1 conclude. This time last year, your Lordship dealt at 
Btsne length with the question of the wider employment of Indiana in 
the public service, and shortly after that, a lengthy Besolution was 
issued by the Government of India on the same subject, reiterating the 
9!tgamm\B and conclusions of your Excellency’s speech, Yoaa Lordship, 
aftor analysing the situation, came to the conclusion that not only 
o.-ll 
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ikrere tbe x^ple of this country not justified in complaining of exclusion 
from high office, but that they were being treated with 'a liberality 
unexampled In the history of the world. * The Government Resolution 
of May 24th, 1904, expressed the same opinion in the following words : 

There has been a progreiaive inoieaae in the employment ofnativea and a 
progreaaive deoline in the employment of Europeans, showing how honestly and 
laithhilly the British Government has fulfilled ita pledges and how untrue is the 
pharge which is so often heard of a ban of exclusion against the natives of the 
Ooactry« 

In spite of both the speech and the Resolution, however, the public 
mind remains unconvinced, and icertain propositions in the Resolution 
have even created the unfortunate impression that it was no longer the 
intention of Government to adhere faithfully to the lines of policy laid 
down in the matter in the Parliamentary Statute of 1833 and the 
Proclamation of the Queen-Empress in 1858.» The Statute and the 
Proclamation have respectively pledged the word of the British Parlia- 
ment and the British Sovereign to the people of India that all offices in 
the country shall be equally open to al! without distinction of race, 
colour, or creed. The Statute was further interpreted by the Court of 
Directors as laying down that there was to be no governing caste in 
India, and that whatever tests of fitness were prescribed, considerations 
of race or creed were not to be of the number. The Resolution of last 
year, however, lays down two principles, as governing the situation, 
which, in the form in which they are stated, are certainly^ inconsistent 
with the pledges given in the Statute of 1833 and the Proclamation of 
1858. The Resolution says : 

The general principle! which regulate the situation are two in number. The 
first is that the highest ranks of civil employment in India*— those in the Imperial 
Civil Service, the members of which are entrusted with the responsible task of 
carrying on the general administration of the country — thfiugh open to suoh 
Indians as proceed to England and pass the requisite tests, must nevertheless, 
as a general rule, be held by EDgliBbmen,{or the reason that they possess partly 
by heredity, partly by upbringing, and partly by education, knowledge of the 
principles of government, the habits of mind, and the vigour of oharaoter, which 
are eesential for the task, and that the rule of India being a British rule and any 
other rule in the circumstances of the case being impossible, the tone and standard 
should be set by those who have created and are responsible for it. The second 
principle is that outside this corps d^elite, the Government shall, as far as possible, 
and as the improving standards of education and morals permit, employ the inha- 
bitknte of the country, both because its general policy is to restrict rather than to 
extend European agency and beoauae it is desirable to enlist the best native 
ittteUigesce and oharaoter in tbe service of the State. This principle ie qualified 
only by riie fact that in certain departments, where scientific or technical know- 
ledge is required or where there is a call for the exercise of partiqular responsibi- 
lity or for the possession of a high standard of physical endurance, it is necessary 
to maintain a strong admixture and sometimes eren a great prapozideranoe of the 
European element. 
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The (^vernment of India thus lay down ( 1 ) that raoe, so fav from 
being no disqualidoation, shall constitute in the case of all but a very 
i^w S'oonolusive disqualification for the higher offices of the State; 
(%) that this disqualifioation shall last as long as the British rule 
endures ; ( 3 ) that in regard to other offices held at present by Suro< 
pesns, they are so held because Indians qualified by education and 
morals are not either available, or where they are available, they 
are unfit for the exercise of ‘particular responsibility.’ Now, my 
Lord, the equal treatment promised in regard to public employr 
ment by the Parliamentary Statute and the Queen’s Proclamation 
may be nothing better than’ a legal fiction in practice, but it is a 
fiction which we have cherished as embodying an ideal for the future 
and representii^ the higher purpose of British rule in this land, and we 
cannot afford to see it so explicitly repudiated by the Government No- 
thing to my mind is calculated to affect more disastrously the attitude 
of educated Indians — and their number is bound steadily to grow — ^to- 
wards British rule than a belief that under that rule their exclusion frofn 
the highest offices of the State is intended to be perpetual. As regards 
the question of education and morals being involved in our exclusion 
from most of the offices in the special departments, is it really intended 
to be conveyed that among the thousands and thousands of educated- 
Indians who are ready to seek employment under the State, even a few 
cannot be foo^d possessing the necessary education and moral character 
or qualified to exercise the required degree of responsibility ? I am sure 
the question has only to be presented in this form to maike the injustice 
of it clear to everybody. Why, my Lord, it is a matter of common 
knowledge that, in the case of the smaller appointments.at all events, 
it is not the Indian but the European or Eurasian competitor, whose 
education and morals it would really be desirable sonietimes carefully 
to investigate. However, I do not wish to pursue thu arg^ument any 
«further on this occasion. My object today is to point out how inaccu- 
rate and misleading is the conclusion which the Government of India 
Resolution has recorded on this subject and which I have already quoted 
above. The Resolution claims ( 1 ) that the pledges given have on 
^ the whole been honestly and faithfully carried out,' and ( 2 ) that there 
^'b4^ been' a progressive increase in the Indianelement and a progressive 
' define in the European element in the ^ service 'of the 'State.. B^lc^e 
. proceeding toishow how uttsupported by facte' this two^fold oladBi is> I 
v'musti'in'the first- pteioei point out that in the- statistical' tdblea.whioh 
aocompany the Resdution ' the real issue has been.<d>Bcaxediby thstin- 
teluticn' therein of posts as loiv asRa 75 a month. When'we eon^lain of 
our exclusion from high office, we do not refer to the lower grades of the 
Public Service— grades which carry salaries as low as Rs. 75 or Rs. 100 
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or even Rs. 300 a month-^though in some of the special department 
we are virtnally shut out even from such petty appointments. When 
we m^e the complaint about exclusion, we refer to offices sufficiently 
high ih the public service— offices of trust and responsibility — say above 
Rs. 500 a month. I have compiled tables for the years 1897 and 1903 
from the statistics published by the Government of India to show how 
we stand in regwd to these appointments, and it will be seen from them 
that the two-fold claim of the Government of India already referred to 
is wholly untenable. I do not propose to read out these tables. They 
will appear as an appendix* to my speech in the report of these proceed. 
Ings. It will be seen from them that they effectively dispose of the 
contention that we have so far been treated with unexampled liberality- 
They also show that most of the new posts, created between 1897 and 
1903, have gone to either Europeans or Eurasians, which element cer- 
tainly shows no signs of declining, the Indian element even losing 
ground in some of the departments. 

My Lord, this question of appointment to high office is to us some- 
thing more tlian a mere question of careers. When all positions of 
power and of official trust and responsibility are the virtual monopoly 
of a class, those who are outside that class are constantly weighed 
down with a sense of their own inferior position, and the tallest of 
them have no option but to bend in order that the exigecoies of the si- 
tuation may be satisfied. Such a state of things, as a temporary arrange- 
ment, may be accepted as inevitable. As a permanent arrangement, 
it is impossible. This question thus is to us a question of national pres- 
tige and self-respect, and we feel that our future growth is bound up 
with a proper solution of it. My Lord, your Lordship said on one occa- 
sion that to your mind efficiency of administration was synonymous 
with the contentment of the people. There is no question, of course, of 
the supreme importance of a high degree of efficiency in a country's 
government. There is also no doubt that in this respect the present 
Administration has been the most strenuous and the most successful of 
any that the country has had for many years. But may I venture respectr 
fnlly to point out that your Lordship’s proposition leaves out of account 
the special circumstances of India, that efficiency, though an object 
of paramount importance with us as elsewhere, is not the sole purpose 
of British rule in this land, and that for the contentment of the pe< 9 le 
to be real and enduring, something more is indispensable than mere 
effioieiicy, however high it may be ? A succession of great statesmen, 
who' in their day represented the highest thought and feeling of England, 


* vide Appendix, 
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liave declared that, In their opinion, England’s greatest work in India 
is to associate the people of this country, slowly it may bo, but steadily, 
with the work of their own Government. To the extent to which this 
work is accomplished, will England’s claim to our gratitude and attach- 
ment be real If, on the other hand, this purpose is ever lost sight of or 
repudiated, much good work, which has been already doni, will be 
destroyed, and a position created, which must fill all true well-wishers 
of both England and India with a feeling of deep anxiety. 
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Administbation 


piviL Veterinary 

.. 

1897 

1903 

Department 

Jt 

Total number of 

m 248 + 14 


1897 

1983 




Total 

10 

12+2 

Posts above Rs. 500 


.Europeans 

10 

12+2 

Eun^eans 

189 197 + 8 

Eurasians 

0 

0 

Eurasians 

16 

24+8 

Hindus 

0 

0 

Hindus 

28 

25-3. 

. Mahomedans 

0 

0 

Mahomedans 

1 

2 + 1 

Customs 


AGRICULTURE 


Total 

34 

38+4 

(New Creations) 


Europeans 

27 

31+4 

Total 

0 

3 

Eurasians 

4 

5+1 

Ear<q>eans 

0 

3 

Hindus 

3 

1-2 

Eurasians 

0 

0 

Mahomedans 

0 

1+1 

Hindus 

0 

0 

ECONOMIC PRODUCTS 

Mahomedans 

0 

0 

Total 

1 

2+1 

Archaeology 


Europeans 

• 1 

2+1 

(New Creations) 


Eurasians 

0 

0 

Total 

0 

7 

Hindus 

0 

0 

Europeans 

0 

6 

Mahomedans 

0 

0 

Eurasians 

0 

0 

EDUCATION 


Hindus 

0 

1 

Total 

145 

142-3 

Mahomedanb 

0 

0 

Europeans 

117 

114-3 

ASSESSED Taxes 


Eurasians 

1 

4+3 

Total 

2 

2 

Hindus 

Mahomedans 

24 

3 

1 1 

Europeans 

1 

1 




Eaiiuians 

0 

0 

N. j9.— Over Rs, 1,000 a month 

Hindna 

1 

1 

in 1897, 39, all Europeans; in 

Mahomedans 

0 

0 

1903, 49, out of whom 48 were 




Eur(q>eans and 1 Hindu. 


Botanical survey 

Excise 


Total 

1 

0-1 

Total 

5 

7+2 

Europeans 

1 

0-1 

Europeans 

2 

5+3 

Eurasians 

0 

0 

Eurasians 

0 

0 

Hifidna 

0 

0 

Hindus 

3 

2-1 

Ifabomadsns 

0 

0 

Mahconedans 

0 

0 







FOBfilGN 

1897 1903 

Total 9 10+1 

Eurpt>ean8 8 8 

Eurasians 0 1+1 

Hindus 0 0 

Mahomedans 1 1 

Forebts 

Total 133 137+2 

Europeans 134 136+2 

Eurasians 0 0 

Hindus 1 1 

Mahomedans 0 0 

Geological Survey 

Total 10 11+1 

Europeans 8 9+1 

Eurasians 0 0 

Hindus 2 2 

Mahomedans 0 0 

Imperial service Troops 

Total 10 15+5 

Europeans 10 15+5 

Eurasians 0 0 

Hindus 0 0 

Mahomedans 0 0 

INDIAN Museum 

Total 2 3+1 

Europeans 2 3+1 

Eurasians 0 0 

Hindus 0 p 

Mahomedans 0 0 

JAILS 

Total 37 45+8 

Europeans 37 41+4 

Eurasians 0 0 

Hindus 0 4+4 

Mahomedans 0 0 


JUmCOAL 


1897 1903 


Total 

450 

456+^1 

Europeans 

246 

236-^10 

Eurasians 

15 

18—2 

Hindus 

155 

173+18 

Mahomedans 

34 

34 

Land-Revenue 

Total 

826 

899+73 

Europeans 

585 

653 +68 

Eurasians 

28 

15-13 

Hindus 

184 

180-4 

Mahomedans 

38 

51+13 

Medical (civil) 

Total 

194 

193—1 

Europeans 

182 

182 

Eurasians 

2 

1-1 

Hindus 

10 

10 

Mahomedans 

0 

0 

Meteorology 

Total 

2 

4+2 

Europeans 

2 

4+2 

Eurasians 

0 

0 

Hindus 

0 

0 

Mahomedans 

0 

O” 

Military 

ACCOUNTS 

Total 

9 

14+5 

Europeans 

4 

9+5 

Eurasians 

5 

5 

Hindus 

0 

0 

Mahomedans 

0 

0 

Military adminibtratiok 

Total 

3 

6+3 

Europeans 

1 

3+2 

Eurasians 

2 

8+1 

Hindus 

0 

0 

Mahomedans 

0 

.0 
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' PUBLIC Works 



1897 

1903 


1897 

1903 

C - 



Total 

435 404—31 

TtM 

1 

3+2 

0(0 

Europeans 

361 322—39 

1 EiiiopeaDB 

1 

0 + A 

Eurasians 

20 

23+3 

SarasiaDS 

0 

0 

Hindus 

52 

57+5 

f Hindus 

0 

0 

Mahomedans 

2 

2 

Mahomedans 

0 

0 

N. Br.-OverBs. l,200amonth, 

MINT AND ASSAY 

1897, 40; 1903, 61, all Europeans, 

Total 

9 

11+2 

Opium 


Europeans 

8 

10+2 

Total 

32 

44+14 

Eurasians 

0 

0 

Europeans 

31 

41+10 

Hindus 

1 

1 

Eurasians 

1 

1 

Mahomedans 

0 

0 

Hindus 

0 

1+1 

Miscellaneous 


Mahomedans 

0 

1+1 

Total 

2 

5+3 

Ordnance 


Europeans 

2 

5+3 

Total 

9 

16+7 

Eurasians 

0 

0 

Europeans 

9 

164 7 

Hindus 

0 

0 

Eurasians 

0 

0 

MahomedanB 

0 

0 

Hindus 

0 

0 

POLmCAL 


Mahonedans 

cO 

0 




PILOT 1 

SERVICE 


Total 

134 

139+5 




Europeans 

131 

134+3 

Total 

12 

21+9 

Eurasians 

1 

1 

Europeans 

12 

21+9 

Hindus 

0 

2+2 

Eurasians 

0 

0 

Mfidiomedans 

2 

2 

Hindus 

0 

0 




Mahomedans 

0 

0 

PORT BLAIR 








POUCE 


Total 

7 

7 

Total 

329 

328—1 

Europeans 

7 

5— “2 

Europeans 

321 

321 

Eurasians 

0 

1+1 

Eurasians 

4 

2—2 

Hindus 

0 

0 

Hindus 

3 

3 

Mahomedans 

0 

1+1 

Mahomedans 

1 

2+1 

POST OEBICE 


BEGIBTBATION 


Total 

25 

29+4 

Total 

6 

3-3 

Europeans 

22 

27+5 

Europeans 

1 

1 

.Buxasians 

0 

0 

Eurasians 

0 

0 

Hindus 

3 

2-1 

Hindus 

4 


MalunnedanB 

0 

0 

Mahomedans 

1 

0-1 
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Royal Indian Marine 

1897 1903 

Total 14 14 

Europeans 14 14 

Eurasians 0 0 

Hindus 0 0 

MahcHnedans 0 0 

Salt 

Total 34 38 + 4 

Europeans 32 33+3 

Eurasians 2 2 

Hindus 0 1+1 

Mahomedans 0 0 

SCIENTIFIC AND MINOR 

Departments 

Total 2 2 

Europeans 2 2 

Eurasians 0 0 

Hindus ^ 0 0 

Mahomedans 0 0 

STAMPS 

Total 4 5 + 1 

Europeans 2 2 

Eurasians 1 0—1 

Hindus 1 3+2 

Mahomedans 0 0 


STATE RAILWAYB 



1897 

1903 

Total 

274 

254—20 

Eurc^ans 

253 

221-32 

Eurasians 

13 

24+11 

Hindus 

8 

9+1 

Mahomedans 

0 

0 


N. B . Above Rs. 1,200 a 
monthMn 1897, 29, all Euro- 
peans ; in 1903, 34, of whom 32 
were Europeans and 2 Eurasians. 

STATIONERY AND PRINTINO 

Total 9 8-1 

Europeans 7 7 

Eurasians 1 1 

Hindus 1 0—1 

Mahomedans 0 0 

SUPPLY AND Transport 
Total 3 2 

Europeans 3 2—1 

Eurasians 0 0 

Hindus 0 0 

Mahomedans 0 0 

SURVEY 

Total 46 42-4 

Europeans 37 29—8 

Eurasians .9 13+4 

Hindus 0 0 

Mahomedans 0 0 


0 ,- 1 * 



BUDGET SPEECH. 1906 


I At a meeting the Impend LegisiaUwe Council held on 
Wedneeday, Oie tSth March 1906^ Lord Minto, the Viooroy, presiding, 
Qokhale made the fdlowing speech on the Financid Stdemerd for 
190S-07 presented by Mr. E. N. Baker. ] 

FinancMl Relief for Local Boards 

My Lord, for the second time, ^he Hon’ble Mr. Baker has laid 
before the Council a budget, which, judged by the limits within which 
he was free to move, is an interesting and satisfactory statement, and 
which for lucidity of exposition will take high rank among the 
Financial Statements of the Government of India. I am particularly 
pleased to read what the Hon’ble Member writes about the effect of the 
recent reductions of salt duty on the consumption of that article. Time 
was not so long ago, when it was the fashion, both in this Council and 
outside, to regard the burden imposed on the masses by a high salt 
duty as after all only a light one, and to deny that its rate could 
seriously affect consumptioa If ever the Government of India finds 
itself driven to enhance the duty again, I hc^e the Finance Member of 
the future will remember the eloquent testimony of my Hon’ble friend 
on the results of recent reductions, and no one will again venture to 
contest the proposition that, in dealing with a prime necessary of life 
such as salt, the only right policy is to raise an expanding revenue on 
an expanding consumption under a diminishing scale of taxation. 
Sven at present, the level of the duty— about 1,600 per cent of the 
cost price— is much too high, and I earnestly trust that the Hon’ble 
Member will have, as I have no doubt be will be glad to have, another 
(qqpcnrtunily during his tenure of office as Finance Minister to effect a 
further reduction, thereby making the duty throughout India at least 
uniform with what it is in Burma, namely. Be. 1 a maund. The 
consumption in India, which was under 10 lbs. per head before these 
reductions, has now risen to about 11 lbs., but it is still far below the 
level of Burma, where it is about 17 lbs. per head. My Lord, the 
abolition of certain cesses on land and the discontinuance of certain 
igtpropriations from the funds of District and Local Boards for 
Provincial purposes will be greatly appreciated in the Provinces con- 
cerned, and I regard with sincere satisfaction the policy which under- 
lies these measures. My only regret is that Bombay does not 
partidpate in the benefit of the relief accorded, and if it is not yet too 
late, 1 would like to suggest one or two directions in which the Hon’ble 
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M^aaber could usofally ootUe to (mr asslotanoe on the suno jirincj^te 
on which he has given the present relief to the other provinoes. One is 
as regards the loss which our Local Boards have to Wr as a result of 
the suspensions and ranisslons of land-revenue granted by Gkjverament. 
The principal part of the income of these Boards is dwived from tiie 
one-anna cess on land ; so when the Government, owing to the preva- 
lence of famine, suspends or remits a part of the land-revenue, the 
one-anna cess that is paid with such revenue is also automatically 
suspended or remitted. The Government anticipates that the amount 
suspended or remitted this year owing to the present famine will be 
about 50 lakhs of rupees. This means that the Local Boards will 
lose a little above Bs. 3 lakhs of their revenue during the year. The 
proceeds of the one-anna cess for the whole Presidency are under 
Rs. 30 lakhs, and to lose Rs. 3 lakhs out of Rs, 30 lakhs is a serious matter. 
Moreover, the loss is not spread over the whole Presidency, hut has to 
be borne only by the districts affected, which : means that in those 
districts the Boards will not have enough money even for their barest 
wants, I suggest, therefore, that the grant this year to the Boards 
from the Provincial revenues should be increased by Rs. 3 lakhs, or l^ . 
whatever may be the amount of the one-anna cess suspended or 
remitted with the land-revenue, the Provincial Government receiving, 
if necessary, compensation from the Government of India for the 
purpose. I understand that this is the practice that is followed in the 
Punjab, where, ^ a'result, the Boards receive their full amount intact, 
whatever suspensions or remissions the Provincial Government may 
grant to the agriculturists ; and I only ask that our Boards may be 
treated with the same consideration. 

Another direction in which the Hon’ble Member could confe 
to the rescue of these Boards is by relieving them of all/esponslbill^ 
for famine relief, which the Famine Code imposes upon them. Under 
the Code, the duty of relievii^ famine distress is first cast on the 
resources of the Local Boards and then on those of the Provincial 
and Supreme Governments. Now the means at the disposal of the' 
Boards, even for the objects for which they have been brought 
into existence, viz,, education, sanitation and medical relief, and 
roads, are woefully inadequate, and to throw on them in addition 
so heavy and unjustifiable a burden as famine r^ef is to tdce 
away from them practically all power of doing useful woric. Ifcr 
the last ten yearti and more, we have had on our side an ahnoet 
uhbndcen succsssion of unfavourable seasons, with no less th|to ftwir 
famines, and the embarrassments of local bodies haim bbbn 
aggravated pla^e and the cost of pla^e measures ; as a n^I^, 
over the gpeatar part of the Presidency, our Boards . have bMn redaoed 
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to’a'po^on not far removed fr(»n bankruptcy. The relief I ask for, 
timngh ffittall, will therefore not fail to prove useful in their present 
circumstances, and I earnestly trust that the Honlile Member, who has 
already gjlven abundant evidence of his sympathy with Local Bodies 
in Ijheir struggles, will realise the justice and necessity of granting it. 

Suggestions Regarding Form of Accounts 

Before 1 proceed to deal with the larger questions on which I wish 
to offer a few observations today, I would like to make two suggestions, 
and address one inquiry to the Hon’ble Member. My first suggestion 
is that in the general statements of revenue and expenditure, given in 
Appendix I, the figures under Railways and Irrigation ( productive 
works ) should be given net. In the Budget for the coming year, the 
receipts under these heads have been estimated at about 29| millions 
and the charges at about 27 millions. The net receipts to the State, 
therefore, under the two heads amount to only about 2| millions, and 1 
submit that it would give us a much more correct idea of the true 
revenue and expenditure of the country, if only this sum of 2^ millions 
wwe entered on the revenue side in the general statements, and a sepa- 
rate statement appended showing the gross receipts and charges under 
the two heads, instead of two such huge figures as 29^ millions and 27 
millions being entered on the two sides of the account. The outlay on 
Railways and Irrigation is on a commercial basis, /nit of borrowed 
capital, and the receipts are bound to go up as the capital outlay in- 
creases. As a matter of fact, they have been going up of late years 
owing to increased capital expenditure and other causes by leaps and 
bounds, having nearly doubled themselves in ten years, standing today 
at 29| millions against 15| millions in 1896-97 ; but they make no real 
addition to the revenue of the country, except by that portion of them 
which represehts the net profit earned by the State. In Japan, where they 
do things more scientifically than we, the coarse that is adopted as 
regards State Redlways is the one I have suggested, and only the profits 
on the undertakings appear on the revenue side in the Financial State- 
ment Our present practice has been responsible for many curious 
misappr^ensions of the financial position, and it has misled even those 
who idiould know better. Thus two years ago, the Military Member of 
the Government of India — Sir Edmond Elies' — advanced in this Council 
the obviously untennblo proposition that, though the military expendi- 
ture of the countnr had io recent years been growing, its growth, pro- 
portionately .peaking, was less than that of our revenue; and he pro- 
oooded gravely to establish his contention by treating these rapidly in- 
crOMlng gross receipts undw Railways and IMgation as part of the 
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Tevenue at the diq[>OBal of the State. And when I drew his attention to 
this enot, he simply would not budge an inch, and contented himself 
merely with the remark that he did not know why he should not take 
the figures as he found them ! 

My second suggestion is that the income and expenditure of 
Local Boards, included under the head of Provincial Rates, should 
be separated from the accounts of the Government of India. It 
is a small matter — only about 2 millions a year— but it gives rise 
to much confusion. Take, for instance, education. A reference to 
Statement B will give one the idea that the Government expenditure 
on education was nearly 2 millions sterling, when in reality it is only 
about a million ; the rest is Local Boards' expenditure merely included 
in Government accounts. It is true that the heading, ‘Provincial and 
Local,’ is there to prevent a misconception : but that in itself is again 
misleading, as the term ‘Local’ ordinarily includes Municipal also, 
whereas, in the accounts of the Government of India, the income and 
expenditure of only Local Boards, and not of Municipalities, are includ- 
ed. I trust the Hon’ble Member will be able to effect this simple but 
necessary reform. If the suggestions I have made are accepted, our 
real revenue will be seen to be about 58 millions instead of 87 millions, 
as the Statements in Appendix I lead one to imagine. 

The inqifiry I want to make is about the Gold Reserve Fund and 
the profits from Coinage. It was stated by Lord Curzon two years ago 
that the Gold Reserve Fund was to accumulate till it rose to 10 mi l li ons 
sterling, which amount, he declared, ‘will be sufficient for our purpose 
and win give us a permanent guarantee for stability of exchange.’ This 
limit has been already passed and the Fund today stands at over 
12 millions sterling and I think the Hon’ble Member oweo it to the country 
to say what he proposes to do with the profits from Coinage in future 
years. The fund is to accumulate at compound interest, and may 
therefore be left where it is. And the profits — about 2 millions a year 
on an average of six yeaurs— may henceforth be used to provide money 
for loans to agriculturists in a comprehensive scheme for the relief of 
agricultural indebtedness. TheywiU thus yield a better interest than 
when they are invested in consols; such a course will also enable the 
Government to make some reparation to those classes which have been * 
hit tike hardest by its ouirency legislation Even if they were devoted 
to productive public works, reducing by a corresponding amount the 
annual borrowings of the State, that will be better than the present 
plan of investing in consols. The justification of a policy, which in- 
vests its own money in 2| per cent, and borrows at the same time for 
its purposes at 3}, is not quite obvious. 
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Substantial Reduction in Military Expenditure Urged 

My Xiord, our financial administration is bound up with que^ons 
of policy of the highest importance affecting the government of the 
country, and unless that policy undergoes a radical change, our reve* 
nues will not be administered in a manner which will best promote the 
true well-being of the people. Of such questions, the most dominant, 
as it is the most difScult and delicate, is the question of the Army. My 
Lord, 1 fear that a protest in this country against the military policy 
of the Government and the ceaseless and alarming growth of our mili* 
tary burdens is almost like a cry in the wUdemess, but the protest has 
to 1^ made on every occasion that presents itself, as our most vital 
interests are involved in a proper solution of this question. Moreover, 
if ever there was a juncture when our voice in this respect should be 
heard by the authorities, that juncture is now. A profound change has 
taken place in the general position of Asiatic politics. The triumph 
of Japan in the late war has ensured peace in Middle and East Asia. 
The tide of European etggression in China has been rolled back for 
good. The power of Russia has been broken ; her prestige in Asia is 
gone ; she has on her hands troubles more than enough of her own to 
think of troubling others for years to come ; and thus a cloud that was 
thought to hang for twenty years and more over our North-Western 
frontier has passed away, and, humanly speaking, is not likely to re- 
turn, at any rate during the time of the present generation! The Anglo- 
Jigtanese alliance, concluded without considering how it would be 
regarded by the people of this country, is a further guarantee of i>eaoe 
in Asia, if such an alliance has any meaning. Surely, my Lord, this 
is the time when^the people of this country have a right to look for a 
substantial relief from the intolerable burden of an excessively heavy 
military expenditure which they have had to bear for so many years 
past And the first stop in the direction of such relief is to suspend the 
execution of the Reorganisation Scheme drawn up by His Excellency 
the Commander-in-ChieP and estimated to cost more than 10 millions 
sterling. This scheme was projected in the early stages of the Russo- 
Ji^anese War, and was sanctioned in November 1904, when the issue 
of the struggle was not only uncertain but the odds seemed to be against 
JaiKuo, and when apprehensions were entertained of hostile movements 
# of Russian troops in the direction of Kabul Now, however, that the 
situation has undergone a complete change and the North-Westwn 
frontier, our one danger-zone, has for the time ceased to be a danger- 
zone, there is no justification for proceeding with a costly scheme, 
devised to ensure a concentration of the entire armed strength of the 
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country on that frontier at the shorteet notice. Ten millions, again, 
do not represent the whole cost of the scheme. There is to be in addi- 
tion a permanent burden on its account ; bow much it will be we have 
not yet been told, but the Hon’ble Mr. Baker warned the OouncU last 
year that it would be considerable. This recurring charge is to appear 
on the scene after five years, during which period 2 millions a year are 
to be spent out of current revenues to carry out the scheme. My Lord, 
I respectfully protest against the execution of such a scheme at such a 
time, as involving an expenditure of money and effort wholly beyond 
our capacity and not called for or justified by the requirements of the 
situation. The Secretary of Btate* for India stated in Parliament the 
other day in reply to a question that the matter was being further 
considered. 1 earnestly trust that his decision will be to hang up the 
scheme , at any rate till a more disquieting situation than the present 
arises on the North-Western frontier. Should the Government, how- 
ever, unfortunately make up its mind to ignore: recent events and 
proceed with the scheme, I would most strongly urge that the money 
required for the initial outlay should be found out of loan funds. My 
Lord, during the last eight years, the Government has spent its sur- 
pluses, amounting to about Bs. 35 crores of rupees, on railways in addi- 
tion to borrowed capital. Now such expenditure of current revenues 
as capital outlay on productive works appears in the accounts as an 
addition to our productive debt ( which represents the capital expended 
on productive works ), and this necessitates a reduction by a corres- 
ponding amount of the unproductive debt of the country. Last year, 
when I made this simple statement in connection with my plea that 
the cost of the Army Reorganisation Scheme should be met out of 
borrowings, the Hon’ble Member, to my surprise, denied the correctness 
of my proposition. He, no doubt, spoke under a misapprehension, and 
he evidently thought that my contention was that the^ total debt of the 
country, productive and unproductive taken together, had been redu- 
ced, when my whole argument was that, as our unproductive debt, 
which after sdl is the only real debt, had been reduced by the amount 
of current revenues spent as capital, the whole cost of the new Army 
Scheme could be met out of loan funds, and yet our unproductive debt 
would stand lower than where it was eight years ago. My Lord, it is 
most unjust to the tax-payers of this country that while the surpluses 
that accumulate should be spent as capital, heavy non-recurring diar- 
ges in connection with the Army should be thrown on current revenues, 
when every pie that can be spared from these revenues is urgently 
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needed for the education of our children and for a hundred other 
objects of internal progress. The Hon’ble Member may say that till 
the surpluses axe actually realised, no one can tell what they will be. 
But surely when they have been realised and when they have been so 
employed as to reduce the unproductive debt of the country, 1 think 
there is no excuse for avoiding borrowing, within the limits of such 
reduction, for meeting heavy non-recurring charges. 

Reduce SirengHi of the Army 

My Lord, I beg leave next to urge that the strength of the Army 
in India should now be reduced by at least those additions that were 
made in 1885 under the influence of the Penjdeh scare. The growth 
of the military expenditure in recent years has been simply appalling, 
as may be seen from the following figures : 

1884-18S5 ... Ba. 17-9 orores (Before the inoresaea of 1885 were made.) 
1888-1889 ... Ba. 22-2 ororea ( After the inoreaaea had their full effect. ) 
1902-1903 ... Ba. 28*2 ororea 
1906-1907 

(Budget)... Ba, 32-8 ororea. 

Our military expenditure is now nearly double of what it was twenty 
years ago. Since 1888 it has risen by over Rs. 10 J crores a year, and 
this, notwithstanding the fact that the strength of the Army has not 
been Increased by a single troop or company during the time. The 
inOTeasesmade in 1885 were made in spite of the protest of two 
Members of the Government of India and in disregard of the view 
recorded by the Army Commission^ of 1879, that the then strength of 
the Army was sufficient both for internal peace and to repel foreign 
invasion, not only if Russia acted singly, but even if Afghanistan 
joined her as an ally. And since that time the fear of Russian aggres- 
sion has been the one dominating factor in all our military arrange- 
ments. With Russia now crippled, and the Anglo-Japanese alliance 
concluded, the last trace of any such fear should disappear from the 
mind of the Government, and the country should be relieved of the 
burden imposed upon it specially as a result of that fear. The increasing 
difficulty that has of late been experienced in England in the matter of 
recruitment and in providing the annual drafts for India, with the 
resulting payment of bounties to short-service men here as an induce- 
ment to extend their service, also points to a reduction of the garrison 
in this country as a necessary measure of justice to the Indian tax- 
payer. Should the view, however, be upheld that such a reduction is 
not possible on the ground urged in this Council by Sir Edmond 
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JilieB, tiiat the Indian Army no longiw a local militia for palely 
local defence and maintenance of ordw, ' and that it ‘ mnst in the 
future be a main factor in the maintenance of the balance of power ih 
Asia, ’ I submit that the Imperial Government ought in justice to bear 
a part of the cost of an army maintained for such a purpose. . My 
liord, our military expenditure has now grown to such proportions that 
it overshadows the whole field of Indian finance, and under its chilljng 
shade no healthy development is possible for the people. And unless 
the axe is resolutely applied to its overgrown portions, our life will 
continue to exhibit the same signs of sickliness that at preiwnt 
■unhappily mark its growth. 

Defence System Based on Policy of Disfrusf 

But the appalling increase in the weight of military burdens is 
not out only grievance in connection with the Army. The whole 
system of Indian defence, founded as it is on a policy of disthist, rests 
on an unnatural basis, and one notes with regret that the position is 
growing worse every day. Whole populations are now excluded firom 
the Army. The abolition of the Madras . Command under the new 
scheme involves the disestablishment of that Presidency as a 
recruiting ground and amounts to a denial to the people Of Southern 
India of all opportunity of service even in the ranks. Recruitment is 
being confined more and more to frontier or trans-frontier nien, to the 
people of non-Indian or extra-Indian areas, with the result that the 
Army is approximating more and more completely to a mere mercenary 
farce. The Arms Act is being worked with increasing rigour, and 
licences to carry arms are now issued more sparingly than at any 
time before. I believe there are not more than thirty to forty 
thousand such licences at the present moment in all India. A large 
Increase has been made in the number of British ofSoers attached to 
the Native Army, so as to give all Punjab regiments ah establishment 
of 13 British officers, and all other regiments, of 12. This increase 
(Kxnpletely ousts the Native officers from even such positions of trust 
as were open to them before, and not even the command of troops and 
companies is now really left to them. We have been asking for yedra 
tha t the commissioned ranks in the Indian Army may be thrown opto 
to aspiring and qualified Indians, scions of aristocratic families and 
others, and the reply of the Govermnent is a stiffer closing of saqh 
careers to u& It is true that four members of the Cadet Cofps were 
granted commissions last year, and the language used by the late 
Viceroy^ more than once in speaking of the C(;aps had raised the expec- 
|aUon that these young men would be allowed the some oppcartunites of 

1. Lord Curzon (1839-1925), Viceroy add Governor-Genera) of India. 
1899-1903. .vL i 

G.-13 



98 


imperia;. legislative oounoil 


Attaining to positions of command in the Indian Amy as British 
offioatB. The reply given by the Commander-in-Ohief* to my qnestioii 
on this subject last week dispose of this expectation, and we see that 
Lord Onrzon’s promise in the matter, though kept to the ear, has been 
Isoken to the heart. In pr^Mutiny days we had two systems, the 
regular and the irr^lar. Under the regular there were 2S British 
ofiBoers to a Native regiment, whereas under the irregular there were 
only just 3 picked ones. The Army Commission of 1859* pronounced 
in favour of the 'irregular* arrangement; and after considerable 
discussion a compromise was eventually arrived at, and it was decided 
in 1863 that seven British officers should be attached to each Native 
regiment — these to command squadrons' and wings, while the Native 
officers were to have charge of troops and companies. The question 
was re-opened in Lord Mayo's* time, and an increase of British officers 
was demanded ; and the discussion again went on till 1875-76, when it 
was finally decided by Lord Salisbury ( then Secretary of State for 
India ) that the seven officers system should be upheld, his Lordship 
laying stress on the point that the position of the Native officers should 
be improved and raised. And now the question having been brought 
up afresh, we find the decision going against us, and the number of 
British officers in Native regiments raised from 7 to 12 and 13 ! My 
Lord, such growing distrust of the people, after so many years of 
British rule, is to be deplored from every point of view, and not until 
a policy of greater trust is inaugurated, will the military problem, or 
indeed any other problem in India, be satisfactorily dealt with. 
I recognise the difficulty of the situation and the undoubted need that 
exists for caution in the matter. But after all it is only confidence 
that will beget confidence, and a courageous reliance on the people’s 
loyalty will alone stimulate that loyalty to active exertion As long 
as things continue as at present, the problem of Indian defence, do 
what you will, fnust remain essentially and practically unsolved. The 
experts, who accompanied the Russian and Japanese armies in the 
late War, have declared that the Indian Array will be found too small* 
if a great emergency really arises. This is bound to be so, as long as 
ralianoe is placed on standing battalions exclusively, with such 
reinfOToements as England might be able to send in the hour of need. 
Evatywhere else in the civilised world, the standing army is supported 
by a splendid system of reserves, and the nation is behind them all 
alone there are no reserves worth speaking of to augment the 

t. see foot-note on p. 72. 
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fighting strength of the country in times at war, and the matter is 
treated as if it were no concern of the people. The late Viceroy quoted 
last year the achievements of Japan to justify the enormous growth 
in our military expenditure. Does anyone, however, believe that 
Japan’s glorious achievements would have been possible if the 
Oovernment of that country had merely poured money like water on 
its standing battalions, unaugmented 1^ reserves, and the magnificent 
spirit of every man, woman and child in that country had not been 
behind the Army to support it ? Japan’s ordinary budget for the Army 
is only about 37*3 millions yen, or a little under six crores of 
rupees. And for so small an expenditure, she has a standing army 
of 167,000 men, with reserves which can raise it to over 600,000 
men in times of war. We spend nearly six limes as much money* 
a year, and yet, in return for it, we have only an inexpansive 
force of about 230,000 men, with about 25,000 Native reservists 
and about 30,000 European volunteers! Both on financial and on 
political grounds, therefore, our present unnational system of military 
defence is open to the gravest objection. My Lord, I respectfully 
submit that it is a cruel wrong to a whole people— one^th of tiie 
entire population of the world — to exclude them from all honourable 
participation in defence of their hearths and homes, to keep them 
permanently disarmed and to subject them to a process of demartlai* 
ization, such as has never before been witnessed in the history of the 
world. Lord George Hamilton* once told an English audience that 
there were millions of men in India, who were as brave as any people on 
the face of the earth. Leaving such material in the country Itself 
neglected, the Oovernment has thought fit to enter into an alliance with 
a foreign Power— and that, an Asiatic Power, which once borrowed its 
religion from us and looked up to us — for the defence of India I Japan 
came under the influence of Western ideas only forty years ago, and 
yet already, under the fostering care of its Government, that nation 
has taken its place by the side of the proudest nations of the West. 
We have been under England’s rule longer than forty years, and yet 
we continue to be mere hewers of wood and drawers of water in our 
own country, and of course we have no position anywhwe else. My 
Lord, things cannot continue — they must not continue — much longw 
on so unsatisfactory a basis. Time and events wiU necessitate a 
(fiiange, and true statesmansh^ 11^ in an intelligent anticipation of 
that ohanga The present Prime Mnister*, speaking in November last 
on tile subject of the Anglo-Japanese Alliance, observed as follows : 

- - i MB eoongli of sa Imporlallit, if this be itBperisttam, to hold that the meint* 
enshce of ibe iategrity of India ii oar sffeir and no one else’s; and, if farther 
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measures of defence: are neodtiiary— of which 1 have no assurance^ the apiMeal 
elioufd be to the loyalty of the people of India, and to our owi^ capacity for 
organising their defence. Is there not danger that the pride of the Indian people , 
may be wounded, and the prestige of the Einpire abased in the eyes of the world, ^ 
bf^t&e provision by which Japan makes herself conjointly responsible for the 
defence of the lodian frontier ¥ 

.y Measures to Place Defence on National Basis 

My Lord, this is true and farrsiglhed statesmanship, and my 
countj^men ask for nothing more than that the military problem in 
India 1 m dealt with in the spijrit of this declaration of the Prime Mini* 
ster The measures need«{d Are Short Service for the Indian Army, 
t];ie creation of Indian Eeserves, and the gradual extension— first to 
splect classes of the community, and then, as confidence grows, to alli 
of the privilege of citizen-soldiership, so that they may be able, if the 
need ever arises, to bear arms in the defence of their own land. The 
Government may move as cautiously as may be necessary, but it is in 
this direction that it must move ; and then the whole situation will be 
altered. Our military defence will then be gradually placed on a 
ijational basis, the Army will have the support of the nation behind it, 
the present military burden will be largely reduced, and funds set free 
tq be devoted tO' other objects of national well-being; the people of the 
qoontry, instead of being condemned as at present merely to pay the 
tAzes Apd then hslplessly look on, will be enabled to feel a real and 
living interest in their Army, and our position in the matter will cease 
to.wound our self-respect. Now that all fear of any immediate aggres- 
ajpp from outside has disappeared, a trial may be given to this policy, 
And I feel a profound conviction within me that England will have no 
(jpuse to’, regret its result. 

Disapproval of Railway Consfraction Ouf Of Surpluses 

My Lord, J Atufrss to confess that there is but little chance > of 
any coiwiderable change in the military policy of the Government of 
India itoing made in the immediate future, and, if I have spoken, at 
some length on the subject today, it is both because the character of 
(^.national extetencM is bound, up with the .question, and also because.a 
sf^iaiappeidfor a reconsideration of the policy is justified at the present 
jf^tuxa 1 have already ^aid that the military expenditure over* 
shadows the whole field of Indian finance, and it is a matter for further 
regret that even such slender resources as remain at the disposal of 
the Government of India after meeting the oost of .the Army are not 
employed to the best advantage. My Lord, giving the last ^ht 
years, the surpluses qf the Governnjent of India ^ve amounted to no 
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fivan than '3& eifoea of nipteB. and the whole of this money has 
i^n'^ent by. the Qpvernment on Bailways, in addition to the large 
amounts specially borrowed for the purpose I Now I do not wish to say- 
apything against the construction of Railways as a oommardal 
undertaking, T^l recently they used to cost a net loss to the State 
every year, but that has pow ceased ; and there is no doubt that in 
future years they will bring a growing revenue to the Exchequer. To 
the construction of Railways on a commercial basis out of borrowed 
money I have therefore no objection, though even here the claims of 
irrigation to a larger share of the capital raised must be recognised 
better than they have been in the past. But I have the strongest 
possible objection to our surpluses being devoted to Railway oonstrucn 
tion, when they are urgently needed for so many other objects vitally 
affecting the interests of the masses. My Lord, I submit that there 
should be some sense of proportion in this matter. Already a sum of 
350 millions sterling has been spent on Railways. Fm many years/ 
it was the height of ambition of the Government of India to have in 
the country twenty thousand miles of Railways. The mileage open 
to trafSc today is nearly twenty-nine thousand, and another twA 
thousand is under construction. Are Railways everything, is mask 
education nothing, is improved sanitation nothing, that the Finance 
Min&ter should lay hands on every rupee that he can get either - by 
borrowing or yut of surpluses, and devote it to the construction of 
Railways only ? Replying to my observations on this subject last 
year, the Hon*ble Member said : 

Whan a aurplas sotually aooruaa aitbar from a fortnnata viodfall. or from 
souroes the oontinuanoa of wbiob ia not assured, then, I think, no more advanta* 
geoua use for it oan ba found |ban to devote it to the oonstniotion of remunerative 
publio works. . 

Now, with all deference, I beg to say that the Hon’ble Memher’s 
proposition is an unsound one. The course adc^ted by the Government, 
^ould be right,, if ttoe was no need of . non-recurring expenditure in 
other dh-setions, more intimately connected with the well-being of the 
mikse of the people. But, with such urgent n^ds of the country as 
^cent Bchool-liouses for primary schools, works of sanitary improve- 
pient beyond capacities of local bodies, and so forth, unsatisded, 1 
ynlanit it is not a justifiable course to employ the proceeds of taxation 
for purposea of remunerative investment That the surpluses are un- 
oertain.does not affect my contention at all Whenever they are 
available, they' may be devoted to the objects 1 have mentioned. ■ 'When 
they arenot available, the position oann<rt be wofte than' it is at 
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My Lord, the surpluses of the last few years, rendered possible by 
the artificial enhancement of the value of the rupee, and realised, first, 
by maintaining taxation at a higher level than was necessary in view 
of the appreciated rupee, and, secondly, by a systematic underestimat- 
ing of revenue and overestimating of expenditure, have produced 
their inevitable effect on the expenditure of the country. With such 
a plethora of money in the Exchequer of the State, the level of expen* 
diture was bound to be pushed up in all directions. Economy came to 
be a despised word, and increased establishments and revised scales of 
pay and pension for the European officials became the order of the day. 
Some remissions of taxation were no dOubt tardily granted, but the 
evil of an uncontrolled growth of expenditure in all directions in the 
name of increased efficiency was not checked and the legacy must 
now remain with us. The saddest part of the whole thing is that, in 
spite of this superabundance of money in the Exchequer and the 
resultant growth of administrative expenditure, the most pressing 
needs of the country in regard to the moral and material advancement 
of the people have continued for the most part unattended to, and no 
advantage of the financial position has been taken to inaugurate com- 
prehensive schemes of State action for improving the condition of the 
masses. Such State action is, in my humble opinion, the first duty 
DOW resting on the Government of India, and it will need all the 
money — recurring or non-recurring — that the Honlile Member can find 
for it. My Lord, the three evils to be combated in connection with the 
raiyat’s position are his fearful poverty, his ignorance, and his insani- 
tary surroundings. And I hope your Lordship will bear with me while 
1 indicate very briefly the lines on which action is really needed. 

Measures for Uplift of the People 

( 1 ) First come a group of three measures in connection with 
the land. They must really go together, if a substantial improvement 
is the object in view. Of these the first is a reduction of the State 
demand on land, especially in Bombay, Madras, and the United 
Provinces, and a limitation of that demand all over India. There is 
sunple evidence to showjhat over the greater part of India — especially 
in the older Provinces — the agricultural industry is in a state of deep 
depression. The exhaustion of the soil is fast proceeding, the cropping 
is becoming more and menre inferior, and* the* crop-yield per acre, 
already the lowest in the world, is declining still further. And such 
deterioration in agricultural oonditionB is acoennpanied by an increase 
in land-revenue demand of the State I Theraiyat staggers Under 
^ tnirdon, but under the economic conditions prevailing, cannot help 
submitting to it. Mr. O’Oonor, late Directar-Qeneral ol Statistios in 
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;ladia, upei^ng two yearn ago before the Society of Arts in London, 
an4 speaking with all his special knowledge oi Indian agriculture, 
said: \ 

It ia donbtful whethar the effort! now being made to take the odltiyator out 
the hande of money- lender! will bave muob effaet, or even, if they have the 
fullest effieot, that, they will materially improve the eultivator’a pcsitioa until a 
larger abate of the produce of the soil is left in bis hands, and he id proteoted 
against enhanced assessment by Government officials and against enhanced 
rent by private landlords. 

And again : 

I have little doubt that the Yeduotion of the land-revenue by 35 ur 30 per 
Cent., if tb.e reduction is secured to the profit of the cultivator, would be of far 
more value in the imprevement of the olasa who constitute the bulk of the 
population, and who contribute most largely to ibe finances of the State. 

The present system is having, and can have, but one effect. It 
tends to keep the one industry of the country in a hopelessly depressed 
condition, discouraging all expenditure of capital on land and render- 
ing agricultural improvement an impossible hope. Whatever loss 
of revenue such a measure may cause directly to the State will be 
indirectly more than made up by a material improvement in the 
condition of the people. 

( 2 ) Next, a resolute attempt must be made to rescue the Indian 
agriculturist f: 9 Dm the load of debt that at present overwhelms him. The 
problem is one of vast magnitude, and, probably, the conditions of the 
different Provinces will need different treatment The best plan will 
be to take in hand an experiment on a sufficiently large scale over a 
selected area in each Province. Thus take the Deccan Districts in 
the Bombay Presidency. It is the opinion of competent authorities 
that quite one-third of our agriculturists, if not more, have already lost 
their lands, and they are remaining on them merely as the serfs of 
their money-lenders. Now 1 would take the cases of such men first, 
and I would hppoint a special tribunal to go round and look into each 
case, going behind the bond where necessary, and I would have a 
composition effected, either by amicable arrangement, or by exercise 
of legal powers, with which the tribunal may be armed. 1 would place, 
say, a million sterling at the disposal of the tribunal, out of which 
advances should be made to clear the debt, to be recovered by adding 
about 4^ fex cent, on them to the land-revenue demand of the State — 
3| per cent, for interest and about 1 i)er cent, for repayment of capital, 
the repayment being spread over fifty years or so. Having helped to 
free the man in this manner, ^ Oovemment may then fairly clcdm to 
impose restrictions on his powers of alienatioBi Of course, this is only 
a bare outline, and the scheme will havetobewixlGad cut in detail 
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«xamined carefully before adoption. If the experim^t shows 
,of success, it can be extended to other parts. If it encfo in failore, 
some money will be lost, but the risk has to be taken. When Lidifd 
Lansdowrne^ was Viceroy of India, he was so impressed with th|B evil of 
.agricultural indebtedness that he is understood to have left a minute 
behind, expressing his opinion that the condition of the agricultural 
community was a most serious ' danger to British rule, and pointing 
•out the necessity for immediate action. It is now fourteen years since 
he left India, and yet the only attempt made by the Government to 
deal with the problem is represented by some legislation intended to 
restrict the raiyat’s powers of borrowing I What may usefully be the 
last link of the chain has thus been made by the Government the sole 
link, with the result that the situation today is as grave as ever. 

( 3 ) But these two measures will fail to do any permanent good 
to the raiyat, unless they are accompanied by the third measure of the 
group, namely, the providing of facilities which, while encouraging thrift 
will enable the agriculturist to borrow on occasions for his reasonable 
wants at a low rate of interest. The co-operative credit societies, for 
which an Act was passed two years ago, will not go any long way in 
this direction. The communal spirit is now very weak over the greater 
part of India, and the unlimited liability principle, which the Act insists 
^'upon, will keep substantial men from these societies, and any number 
-of paupers brought together will have neither the cash nor the credit to 
help one another. If unlimited liability is removed and a portion of the 
Savings Banks deposits is made available to these societies, they may 
do some useful work. But what the country really needs is the establish- 
ment of Argioultural Banks, like those which have been so success- 
fully introduced into £g3rpt by Lord Cromer.* 

( 4 ) Two other measures necessary for the promotionof agricultural 
prosperity in India, one of which has already received a good deal of 
attention at the hands of the Government, and the other has been 
recently taken up by it, are Irrigation and Scientific Agriculture. 
About Irrigation I would only like to ask why it is necessary to 
have the selected projects carried out departmentaliy, and why their 
execution cannot be entrusted, as in Egypt, to expert contractors, who 
would find and train the required labour, the Government exercising 
supervisional control only ? I think, in this matter too, the Government 
of India may well take a leaf out of the book of that great administra- 


1. Viceroy and Governor-General of India, 1688-93 ; Secretary of State for War, 
,1895-1900: Foreign Secretary, 1900. 

' .-2. aee fool-note 2 on p. 14. ■' 
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tor. Lord Cromer. If this were done, far more rapid prog^s would be 
made in the matter of Irrlgatioa As regards Scientific Agriculture, 
the country is watching with keen interest the steps which the 
Ghnremment is taking in the matter. I must, however, express one fear 
in this connection. If it is proposed to import European experts for the 
work as a standing arrangement, there will be small chance of any sub- 
stantial good being done. The knowledge brought into the country by a 
succession of foreign experts, who retire to their own lands as soon as 
they have earned their pension, is like a cloud that hangs for a time 
overhead without descending in fertilizing showers, and then rolls 
away. Unless promising and oarefuliy seiected Indians are sent abroad 
to be trained and to take the places of the imported experts in due 
course, such expert knowledge will never become a part and parcel of 
the possession of the community. Of course, to begin with, a reliance 
on foreign experts is necessary, but care must be taken to make the 
arrangement only temporary. 

( 5 ) The promotion of industrial and technical education in the 
country is also an urgent necessity as a remedy for the extreme 
poverty of our people. This field has so far remained entirely neglected, 
with what results even the most superficial observer can see. The sum 
of 2^ lakhs of rupees, provided in this year’s Budget, is as nothing 
compared with what is needed. The country requires at least one large, 
fully equipped Technological Institute at some central place, with 
Branch institutes in the different Provinces. 

(6)1 now come to the question of Primary Education. From 
Mr. Nathan’s^ Report on Education, we find that, in 1901-0S, the total 
expenditure on the primary education of boys in India from the funds 
of the State was the staggeringly small sum of 13| lakhs I Since then 
the amount has been increased, but even so it remains most miserably 
inadequate, compared with the requirements of the situation. My Lord, 
the question of mass education in this country has been neglected 
much too long, and the Government must lose no more time in waking 
up to its responsibilities in the matter. What is needed is a clear 
aim, and a resolute pursuit of that aim in a feeling of faith and with 
enthusiasm tor the cause. The first step is to make primary 
education free in all schools throughout the country, and that can be 
done at once. The total receipts from fees in primary schools through- 
out India in 1901-1902 were only 30^ lakhs of rupees, so the sacrifice 
will not be very great Moreover, the larger Municipal Coiponutions 


1. Robert Nathao, t c.s. Educational Commissioner with the Goveqiment 
elladta. 
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might be asked to bear a portion of this loss, so far as their own areas 
ture concerned. The next step will be to make this education compul- 
sory for boys in the Presidency towns, and perhaps in a few other 
leading towns. When the minds of the people have been accustomed 
to the idea of compulsion in the matter of education, the area of com- 
pulsion may be gradually extended, till at last, in the course of twenty 
years or so from now, we have in our midst a system of compulsory 
and free primary education throughout the country, and that for both 
boys and girls. It will not do to be deterred by the difficulties of the 
task. Our whole future depends upon its accomplishment, and as long 
as the Government continues listless in the matter, it will justly be 
open to the reproach of failing in one of its most sacred duties to the 
people. 

( 7 ) Lastly, there is the pressing need of works of sanitary im- 
provement, such as good water supply and drainage. As I pointed out 
last year, most of our towns are simply powerless to undertake such 
costly works without substantial assistance from the State. With the 
plague in all directions, and with the death-rate of the country steadily 
rising, the question of sanitary improvements assumes an importance 
which the Government cannot long ignore. The resources of our local 
bodies are barely sufficient for their current needs, and any large 
capital outlay is wholly beyond them. The present distribution of 
resources and responsibilities between local bodies axd the central 
Government is most unfair to local bodies, and that is the explanation 
of the spectacle we have seen during the last few years, namely, that of 
the Exchequer of the Government overflowing with money, while these 
bodies have been in a state verging on bankruptcy. It is necessary that 
the Government should formulate and announce a definite policy 
on this matter. 

All these measures that 1 have briefly outlined will require a large 
expenditure of money, both recurring and nomrecurring. But even 
as our resources stand at present, there is room for undertaking them 
all. Thus if the Army Re-organization scheme is held up, or at least 
its initial cost is met out of borrowings, a sum from one to two millions a 
year will be available, and that may be devoted to a vigorous extension 
of primary education. The profits of coinage — averaging now about 
two millions a year — ^may supply funds for the relief of agricultural 
indebtedness. The famine grant which stands at a million sterling may^ 
after deducting the expenditure on actual famine relief, now be devoted 
to industrial and technical education. The deposits in Savings Banka 
may be made available to co-operative credit societies. And whatever 
surpluses accrue may be devoted to assisting local bodies in the oonskUKh 
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tion of works of sanitary improvement. At any rate an important 
beginning can be made in all these directions; only the spell, under 
which the official mind has been for so many years, must be 
broken. 

My Lord, the improvemant of the condition of the masses and the 
conciliation of the educated classes are the two really great problems 
before' the British Government in India. The success or failure of 
England's work in this country will be determined by the measure of her 
achievement in these two fields. 1 have already spoken of the work that 
must be taken forthwith in hand for the moral and material advance- 
ment of the mass of our people. The task is one of great magnitude, 
but it is comparatively a simple one. The question of the conciliation 
of the educated classes is vastly more difficult, and raises issues which 
will tax all the resources of British statesmanship. There is but one way in 
which this conciliation can be secured, and that is by associating these 
classes more and more with the government of their own country. This 
is the policy to which England stands committed by solemn pledges 
given in the past. This is also the policy which is rendered imperative 
by the growth of new ideas in the land Moreover, my Lord, the 
whole East is today throbbing with a new impulse, vibrating with a 
new passion, and it is not to be expected that India alone should 
continue unaffected by changes that are in the very air around us. 
We could not remain outside this influence even if we would We 
would not so remain if we could. I trust the Government will read 
aright the significance of the profound and far-reaching change which 
is taking place in the public opinion of the country. A volume of new 
feeling is gathering, which requires to be treated with care. New 
generations are rising up, whose notions of the character and ideals of 
British rule are derived only from their experience of the last few years, 
and whose minds are not restrained by the thought of the great work 
which England has on the whole accomplished in the past in this land. 
I fully believe that it is in the power of the Government to give a turn 
to this feeling, which will make it a source of strength and not of 
weakness to the Empire. One thing, however, is clear. Such a result 
will not be achieved by any methods of repressioa What the country 
needs at this moment above everything else is a Government, national 
in spirit, even though it may bs foreign in personnel— a Government 
that will enable us to feel that our interests are the first consideration 
with it, and that our wishes and opinions are to it a matter of some 
account. My Lord, I have ventured to make these observations, 
because the present situation fills me with great anxiety. I can only 
raise my humble voice by way of warning, by way of appeal The rest 
lies on the knees of the gods. 
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[ a meeting of the Imperial Legislative Council, held on Wednes- 
day, the S7th March 1907, Lord Minlo, the Viceroy, presiding, Ookhale 
made the foUotving speech on the Firumkd Statement far 1907-08, 
presented by Mr, E, N. Baker. ] 

Further Reduction in Sait Duty Welcomed 

My Lord, it is a matter of deep and sincere satisfaction to me that 
the Government has effected a further reduction in the duty on salt, 
which will now stand at the uniform rate of Re. 1 per maund both in 
India and in Burma. In view of the language employed by the present 
Sera^tstry of Stated for India, in speaking of this impost last year, such 
action on the part of the Government has not been wholly unexpected. 
1 only wish the Hon’ble Member had spoken of this reduction with 
more enthusiasm than he has done. I know my Hon’ble friend holds 
what may be called orthodox official views on this subject. The 
Council will remember that last year he told us, in his concluding 
remarks on the Budget, that he “ never believed that the tax pressed 
with undue severity even on the poor ”. Again this year he says that 
“ the salt-tax is the only contribution towards the publit expenditure 
that is made by a large number of the people. ” Now the former state- 
ment is contradicted by the rapid rise in the consumption of salt which 
has taken place in response to each successive lowering of the duty and 
which the Hon’ble Member himself describes as “ remarkable. ’’ No one 
is ever likely to stint himself in regard to a prime necessary of life such 
as salt, unless dj'iven to do so by sheer inability to buy the required 
quantity. No one, again, is likely to purchase more of it than he needs, 
simply becau.se it is cheaper than it was before. And I think that the 
remarkable expansion of consumption that has taken place since the 
duty was first lowered in 1903— from 36} million maunds, the average 
for three years immediately preceding 1903, to 43} millions, which is the 
Hon’ble Member’s cautious estimate for the coming year, an increase 
of nearly 20 per cent, in five years —is conclusive evidence of the fact 
that a high rate of duty entails serious privation and suffering to the 
poorer classes of the people. As regards the second statement of the 
Hon’ble Member, viz., that the salt-tax is the only contribution which 
the poorer classes make to the Exchequer, with all deference I must 
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diqmte altogether the oorreotness of the oontention. Why, my Lord, 
80 far from this being the case, the fact is really the other way. I think 
there is no room for doubt that even now, after these successive reduo* 
tions of salt duty, our poorer classes contribute, relatively to their 
resources, much more than their fair share to the revenues of the State. 
These classes consist almost entirely of a broken and exhausted 
peasantry, without heart and without resource, and sunk hopelessly 
in a morass of indebtedness. It is from this peasantry, that over the 
greater part of India, the land revenue of the State is derived, and it is 
the same with Provincial Rates. Then the bulk of the revenue from 
drink comes from these classes. •The excise duty on cotton goods falls 
almost exclusively on them. Under Stamps and Registration they pay, 
certainly, their fair share, and probably more than .their fair share, 
since the bulk of our litigation is about small amounts. Under Forests 
they have been deprived of their immemorial right to free grazing and 
free fuel, and the proceeds of these are the only burdensome part of forest 
receipts, the rest being fair value realised for timber and other products* 
Even under Customs, where their contribution is expected to be the 
least owing to their excessive poverty, the Hon’ble Member’s predeces- 
sor, Sir Edward Law^ once calculated that they paid between 20 and 25 
per cent. The only tax from which they are altogether free is the 
income-tax, and the proceeds of this tax are comparatively small, being 
under millions sterling a year. Now these, together with the salt- 
tax, of which the* main burden is admittedly borne by them, and the 
Opium revenue, which is contributed by the foreign consumer, are our 
principal heads of revenue, and I repeat there is no justification for the 
assertimi that the salt-tax is the only contribution which the poorer 
classes in India make to the Exchequer of the State. It may be 
mentioned that Mr. O'Gonor, late Director-General of Statistics, in a 
paper read by him three years ago, described the poorer section of 
Indian cultivators as a class that “ contributed most largely to the 
finances of the State. ” My Lord, I have made these observations, not 
in a spirit of more controversy, but because Mr. Morley’s pronounce- 
ment of last year on the subject of the salt-tax encourages the hope 
that we may now look forward to the time when this tax may be done 
away with altogether, and this consummation is not likely to be 
forwarded if the Hon’ble Member’s views in the matter are allowed to 
pass unchallenged. 

Presentation of Accounts Needs Further Improvement 

I am glad to see that my suggestion of last year that, in the 
general statements of revenue and expenditure, the figures under 

1. Fiaance Member, Goveraaient «{ India, 1900-05. 
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Railways and Irrigation ( Productive works ) should be given net,' has 
been met more than half way in this year’s Statement, by the wwking 
ezpeiKes on Railways being brought over to the revenue side and 
deducted there from the gross Railway receipts. This is satisfactcwy as 
far as it goes, but it does not go far enough, and 1 think that the Hon’ble 
Member, having once begun this reform, mtist now complete it. • He 
still leaves the interest on Railway debt where it was in the accounts. 
The result is that the figure of Railway revenue, and through it that of 
our total revenue, continues to be unjustifiably swollen by the amount 
of this interest, which already stands at about 10 millions sterling 
and which will increase from year to year as the capital outlay on 
Railways advances. The Hon’ble Member observes in this connection : 

We have left tha laterest oo Railway debt ia its original place : to have 
brought it over to the Revenue side of the account as a deduction from its gross- 
receipts would have necessitated a large minus entry in the column for revenue 
accruing in England. 

And such a minus entry the Hon’ble Member wishes to avoid, as it 
would be unintelligible to the ordinary reader. But there are minus 
entries in several other places in the Financial Statement, and if the 
ordinary reader does not mind them, I do not see why he should mind 
one more. And in any case it is better to be unintelligible than to be 
unscientific or misleading. Again, the Hon’ble Member has left the 
figures under Irrigation as they were before. He says'. 

We beve not thought it es.ential to go so far as the Hon'ble Mr Qokhale 
suggested and to show the Irrigation-revenue net. I quite admit that the same 
general principle applies to the Irrigation as to the Railway figures ; but the 
former are not yet sufficiently large to cause any serious distortion of the true 
revenue and expenditure of India. 

But I would rsspectfully ask : why allow the figures of true 
revenue and expenditure to be thus distorted at all ? Moreover, it 
introduces a new element of confusion if Railway receipts and Irriga* 
tion receipts, which are both exactly in the same position, are treated 
in the accounts in two different ways. In these matters it will not do 
to alter the prescribed forms repeatedly, as that must make a correct 
comparative view of the financial position over a series of years 
extremely difficult. And, therefore, now that the Hon’ble Member has 
already taken in hand this reform, I earnestly hope that he will not 
stop half way but will proceed to the end, and place the matter once 
for all on a proper scientific basis. 

Another suggestion which I had ventured to make last year was 
with reference to the separation of Local revenue and expenditure from 
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that he himself was in favour of the proposal, as the balance of advan- 
tage lay in favour of making the suggested oliange, and that the matter 
. was under consideration. 1 am, therefore, disappointed to find that the 
old practice is still there, and that there is no indication in the 
Financial Statement as to what has been the decision of the Govern- 
ment in the matter. The present practice is responsible for a good 
deal of unnecessary and avoidable misapprehension. Especially 
is this the case with reference to educational expenditure. Thus, in 
the Financial Statement, we are told that the educational expenditure 
for next year will be 2 millions sterling. I understand that out of 
this about £800,000 will be Local. But there is nothing in the Statement 
to show this, and one is apt to imagine that the whole amount 
of 2 millions will come from Imperial and Provincial revenues. Last 
year Mr. O’Grady, a prominent member of the Labour party, made 
an inquiry in the House of Commons as to the amount spent in India 
from the Indian Exchequer on Elementaiy Education. The Secretary 
of State’s reply, instead of stating the amount spent from Imperial and 
Provincial revenues— which for 1904-1905 was, according to a return 
laid by the Home Member on the table of this Council the other day, 
only £160,000— gave the figure of expenditure from “Public Funds ”> 
which necessarily was much larger. Mr. O’Grady, not being satisfied 
with the answer, put, after a few days, another question asking the 
Secretary of State to specify how much of that total expenditure from 
Puplic Funds c5me from Provincial and Imperial revenues. The reply 
to this was that the Secretary of State was not in a position to state 
the amount, but that he would make inquiries ! Now, my Lord, this 
is not at all a satisfactory state of things. Surely the accounts of the 
Government of India ought to show what is the State expenditure on 
Education apart from Local expenditure. I earnestly trust, therefore, 
that the suggested separation, which the Hon'ble Member himself 
regards with favour, will soon be caiTied out and that the Financial 
Statement for next year will not be open to criticism on this account. 

Use of Surpluses as Capital Outlay Disapproved 

Coming now to larger questions, I find that I must renew my 
earnest and emphatic protest against the manner in which our 
surpluses still continue to be expended as capital outlay on Railway 
construction. My Lord, I have spoken repeatedly on this subject in 
previous years, but I feel the injustice of the present arrangement so 
strongly that I must ask the Council to bear with me while 1 urge opce 
again, as briefly as 1 can, my reasons why a change of policy is 
« immediately called for in this matter. This is the ninth successive 
.year, when a substantial surplus of revenue over expenditure has beefi 
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Tealised, and it is clear that the era of surpluses has not yet come to an 
end. The total of these surpluses during these nine years stands at 
the high figure of 37 orores of rupees, or about 25 millions sterling, 
and nearly the whole of this amount has been spent as capital on 
Railways. Now a surplus is so much more money taken from the 
pec^le, either through miscaiculation or in other ways, than was needed 
for the requirements of the Government. And, as it is not possible to 
return this money to the tax-payers in a direct form, what the Govern- 
ment is bound to do with it is to apply it to purposes which are most 
calculated to benefit the mass of the people. And the question that we 
must consider is this: what is the •-most urgent need of the mass of 
our people at the present day ? Judging from the manner in which 
the surpluses are applied year after year to Railway construction, one 
would conclude that, in the opinion of the Government, what the people 
needed most was a vigorous extension of Railway facilities. Now, my 
Lord, I respectfully submit that such a view of the situation is not 
justified by the circumstances of the country. The claims, for instance 
of Sanitation on the attention of the Government are at the present day 
infinitely stronger and more urgent than those of Railway construction. 
Already an enormous sum— no less than 400 crores, or 260 millions 
sterling— has been spent on Railways in India, while next to nothing 
has so far been expended on the construction of sanitary works. With 
BO many towns in the country decimated by plague year after year, 
with cholera and malaria committing their havoc in other parts, with 
the death-rate of the country as high as 35 per thousand as against 16 
per thousand in England, 1 do not see how the Government can 
continue to leave Sanitation practically to take care of itself. Let the 
Council consider what difference it would have made to the country, if 
the surpluses of the last nine years— 37 orores of rupees— had been 
devoted to Sanitary works instead of to Railway construction I My 
Lord, we all know that, by spending the surpluses as capital on 
Railways, the Government is able, in the final adjustment, to reduce by 
a ooiresponding amount the unproductive debt of the country. And it 
may be contended that though the surpluses are in the first instance 
devoted to Railway construction, they are in the end virtually utilised 
for the reduction of debt. My answer to this is that our debt, by which 
I mean the unproductive debt of the country— for that is the only real 
debt— is so small in amount that its further reduction is not an object 
of much importance. Taking the year 1904-05, we find that this debt 
then stood at the figure of 60 millions sterling. The “other obligations" 
of the Government of India, such as Savings Banks deposits, Servioe 
Funds, and so forth, mnounted in that year to 17 millions. Against 
ibis there ware cash balances in the Treasuries, here and in England, 
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amounting to 21 millions, and the loans and advances by the Grovern- 
ment stood at 12 millions. Our net debt thus is about 44 millions 
sterling, or less than two-thirds of a year’s revenue, This is almost a 
paltry figure, compared with the huge debts of European countries, and 
the position may no doubt be regarded with satisfaction. But it must 
not be forgotten that such a result has been rendered possible only by 
throwing on current revenues for a quarter of a century the burden of 
all manner of extraordinary charges, which in other countries are 
usually met out of loan funds. The further reduction of this small 
debt, therefore, is not a matter of urgency and can well wait when the 
money devoted to It may be far • better employed in saving the lives of 
the people. My Lord, it will not do for the Government to say that 
sanitation is the concern of Local Bodies and it is for them to find the 
money required to improve it. Most of our towns are extremely poor 
and the present distribution of the resources between the Government 
and Local Bodies is of a most unsatisfactory character. How unsatis- 
factory it is may be judged from the fact that, while there has been a 
plethora of money in the Government Exchequer for the last nine 
years, most of our Local Bodies have all the time been struggling with 
serious financial difficulties and some of them have been in a state not 
far removed from bankruptcy. Without substantial assistance, there- 
fore, from the Government in meeting the large capital outlay which 
modern sanitary works require, Local Bodies will never be able to 
grapple with tfie problem of improved sanitation; and to my mind 
there can be no more desirable object on which the Government might 
expend its surpluses. The Supreme Government should call upon the 
Provincial Governments to assist sanitary projects liberally out of 
their own ordinary revenues, and whenever a surplus is realised, it 
should, as a rule, be placed at the disposal of Provincial Goveriunents 
for pushing on the construction of sanitary works. Itnowthereis 
the standing pressure of the European mercantile community to 
expend every available rupee on Railways, and these men are powerful 
both in this country and in England. But, my Lord, the Government 
must resist this pressure in larger interests, so far at any rate as the 
surpluses are concerned. Time was, not long tvgo, when the Govern- 
ment never thought of spending more than four or five crores a year 
on Railways. And ten years ago Sir James Westland' protested 
sharply against the manner in which programme after programme of 
Railway construction was being pressed on him in breathless succession. 
It is true that in those days the Railways were worked at a net annual 
loss to the State, and that in, that respect the position has now under- 
gone a change. Still i3| crores is a very large amount to spend in any 

1* see foot-note 2 on 561 
0.-15 
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one year on Railways, and yet the Hon’ble Member hns thought it 
necessary to be applogetic in making the announcement I My Lord, I 
have no objection to the Government using its borrowing powers as 
freely as possible to push on Railways, which now rest on a sound 
commercial basis. But it seems to me most unfair that the loans thus 
raised should be supplemented by the proceeds of taxation. Moreover, 
judging from certain observations made by the Hon’ble Member last 
year, 1 believe that another resource, and that a large one, will probably 
be soon made available for Railway construction, and that will be a 
strong additional ground for devoting surpluses in future years to the 
improvement of sanitation. 

Necessary io Clarify Purpose and Limit of Gold Standard Reserve 

This resource is the profit now annually realised by the State from 
the coinage of rupees. For the current year it has amounted to the 
large sum of 4 millions sterling or 6 crores of rupees. Last year it was 
nearly as large, being 3| millions sterling or 5^ crores. Hitherto 
these profits have been allowed to accumulate at compound interest, 
and this Fund, which will in future be known by the name of the Gold 
Standard Fund, stands at present at over 16 millions sterling. I think, 
my Lord, the public has a right to ask that the Government should now 
state definitely what limit they propose to assign to this fund, and how 
the profits from coinage will be dealt with when that lijnit is reached. 
This is necessary in view of the fact that the statements hitherto 
made on this subject by those in authority have been more or less 
vague, and, in some respects, even conflicting. Sometimes the pur- 
pose of the fund has been stated to be merely the ensuring of the 
stability of exchange, and sometimes the much more ambitious purpose 
of preparing for a gold currency has been avowed. When the fund was 
first constituted in 1900, it was in accordance with a recommendation 
of the Fowler Committee* of 1898 — a recommendation which had been 
made with a view to the maintenance of a stable exchange. In 1901-02 
Sir Edward Law, in speaking of the Reserve, leaned to the view 
that it would serve as “ a guarantee for the conversion into gold, if 
required, of the Rupee token coinage. ” Lord Ourzon, however, merely 
described it as a means of maintaining the exchange value of the 
rupee at 1« 4^/. In 1902-03 Sir Edward Law again referred to this 
Fund, and this time he also stated its purpose to be the maintenance of 
a stable exchange. In 1904 Lord Curzon reaffirmed the same view. 

1905 the Hon’ble Mr. Baker also gave this view prominence in his 
statement Last year, however, the Hon’ble Member pushed the other 

1. Committee appointed by the Secretary of State vrith Sir Henry Fowler ae 
Chairman to condder the problem of Indian Currency. 
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and more ambitious view to the front and spoke of the time when the 
rupees would have to be converted into sovereigns. Again, as regards 
the amount that is required for ensuring stability of exchange, different 
statements have been made by different authorities. Lord Curzon said 
that 10 millions sterling would suffice for the purpose. Sir Edward 
Law put the limit at 20 millions. The Hon'ble Mr. Baker has put it 
still higher. In 1905 the Hon'ble Member said : 

I should like to see it ( the Fuad ) raised to suoh a figure as would enable us, 
in the event of extreme and continued emergency, to reduce the Secretary of State's 
drawings by one>haIf for three years in succession, i, s, to something between 80 
to 30 miilions sterling. , 

How, my Lord, all this is somewhat confusing, and the Hon’ble 
Member will recognise the necessity of making a full and definite 
statement of the intentions of the Gkivernment both as regards the 
purpose which the Fund is to serve and the limit up to which it is to 
grow. This is the more necessary because the Fund was created under 
mere executive sanction without having recourse to the authority of 
the Legislature, and also because the annual profits from coinage are 
now far larger than had been anticipated. I think the Government 
ought to adhere to the idea of the Fund merely serving as a guarantee 
for the maintenance of a stable exchange. In that case, even the high 
limit contemplated by the Hon'ble Member would soon be reached and 
the profits fron^ coinage — a matter now of five or six crores a year — 
would be available before long to be employed more usefully than at 
present. On the other hand, if the more ambitious purpose avowed'by 
the Hon'ble Member last year is to determine the policy of the Govern- 
ment, no limit can be foreseen to the accumulation of the Fund. Suoh 
a course, in my humble opinion, would not be justified, and I would 
venture to urge the following objections against it ; 

« 

{a) That a gold currency for India has never been authoritatively 
proposed as a definite object to be ^ttained. A stable exchange at a 
reasonable rate is all that sucooessive authorities have sought to 
ensure. 

(6) That it is wrong to pile up a huge gold reserve in pursuit of 
an object never proposed, or defined^ or even regarded as attainable 
within a measurable distance of time. 

(c) That it is looking too far ahead into the future to anticipate 
the introduction of a gold currency into India. 

((f) The present margin between the value of bullion and the 
token value of the coin will not suffice to ensure the oonversiob of 
rupees Into gold; for the mmnent draionetlsatlon is proposed, silvtf 
will be depreciated still further. 
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(«) Even on the Hon’ble Member’s assumption the Reserve oati 
suffice only for the conversion of rupees coined since 1900, The stock 
of rupee coin of previous years— estimated at about 130 crores by 
Mr. Harrison, the expert— will not be covered by it. 

1 truft the Hon’ble Member will set aQ doubts in the public mind 
ftt rest by making a definite announcement of the intentions of the 
Government in the matter, if not in the course of this debate, at any 
rate in the Financial Statement of next year. 

Four Gratifying Features of the Budget : ( i ) Arrangement to 
Meet Provincial Famine Expenditure 

My Lord, besides the reduction of the salt-tax, there are four other 
Interesting and gratifying features in this year’s budget. They are the 
new arrangement for meeting Provincial Famine expenditure, the 
prospect of an abolition of the Opium traffic, the reduction by half a 
million sterling of the special annual grant for Army Reorganization, 
and the announcement made on the subject of Free Primary Education. 
Of these the first does not require more than a passing reference. I 
think the scheme outlined by the Hon’ble Member is an equitable one 
and ought to work well in practice. I only hope that the commendable 
liberality with which the Imperial Government has treated Provincial 
Governments in this matter will be extended by the latter in their turn 
to Local Bodies, and that these bodies, whose resources, even in 
prosperous years, are meagre and inelastic, will now be relieved of all 
responsibility for famine relief altogether. This responsibility was 
thrust on them when the Government of India itself had to struggle, 
owing to falling exchange and other difficulties, with a state of chronic 
deficits. Now, however, that the very tradition of a deficit has been 
forgotten, no time should be lost in definitely freeing Local bodies 
from a burden which should never have been imposed on them. 

( ii ) Prospect of Abolition of Opium Revenue 

My Lord, 1 have read with sincere pleasure the important state- 
ment which the Hon’ble Member has made on the subject of the Opium 
revenue, coupled as it is with a reduction in the area under cultivation 
for the ensuing year. 1 confess I have always felt a sense of deep 
humiliation at the thought of this revenue, derived as it is practically 
from the degradation and moral ruin of the people of China. And £ 
rejoice that there are indications of a time coming when this stain w^l 
no longer rest on us. I have no wish to go today into the histoxioal part 
of this melancholy business. The Secretary of State admitted freely in 
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his speech last year on this subject that there were few things which 
Englishmen had reason to regard with less pride than this. The only 
practical question now is, how to put an end to this morally indefensible 
trafSc with the least derangement in our finances ? It has been 
suggested in some quarters that the British Exchequer should make a 
grant to India to compensate her for the loss of revenue which would 
be entailed by the extinction of this traffic. Now, apart from the fact 
that there is not the slightest chance of England making such a grant, 
I think the proposal is in itself an unfair one and ought to be strongly 
deprecated. No doubt there are important questions like the Army 
expenditure, in regard to whl,ch India has to bear serious financial 
injustice at the hands of England. Then the cost of the civil admini- 
stration ought to be substantially reduced by a large substitution of 
the Indian for the European agency in the public service. And if 
only justice were done to us in these matters, we could let tbe whole 
Opium revenue go at once and yet not feel the loss. But these 
questions have to bo fought on their own merits and they must not 
be mixed up with this Opium questioa So far as the Opium revenue 
is concerned, whatever may be the measure of England’s responsibility 
in forcing the drug on China, the financial gain from the traffic has 
been derived by India alone, and we must, therefore, be prepared to 
give up this unholy gain without any compensation from anybody 
—for that would be only another name for charity— when In the 
interests of humanity this wretched, traffic has got to be abolished. 
Of course we have a right to urge, and we should urge, that we must 
be allowed to spread our loss over a certain number of years — say ten 
years— so that our finances should not be suddenly disorganised. That 
would be a fair position to take - up, and we should have there the 
support of all right-minded people. But the traffic itself must go and 
we must cheerfully co-operate in any reasonable scheme for its final 
extinction. 


( iii ) Reduction in Army Reorganisation Grant 

My Lord, I am glad to see that the special grant of over two 
millions a year for the Army Reorganisation scheme has been reduced 
this year by half a million sterling. Considering that the money 
comes out of the iron grip of his Excellency the Commander-in-Ohief, 
I think we have reason to feel thankful even for this small reduction. 
Of course since the total initial outlay on the scheme is a fixed sum, 
this reduced grant only means that the execution will be spread over a 
longer period than the five years originally contemplated. Still it' sets 
free for purposes of internal improvement a sum of half a million 
sterling a year out of current revenues. The Honlle Mr. Baker 
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daaoribes the oiroamstancaa which have led to this reduction in the 
following words : 

The preaent politiosl aituation and the reduoed reoeipta we anticipate froai 
Opinm haee led ua to reduce the normal grant to £1,666^700 daring the coming 
year. 

lam glad to see the reference to the 'present political situation* 
hjr which the Hon*ble Member no doubt means the improved aspect of 
affairs on the North-West Frontier. This is partially endorsing the 
view of those who have objected to the carrying out of his Excellency’s 
scheme on the ground that it added largely to the burdens of the people 
at a time when, in view of the improvement that had taken place in 
the position of things, they were entitled to substantial relief. My 
other objection to the scheme was on account of its throwing on 
current revenues a heavy extraordinary charge which should have 
been met out of borrowings. The surpluses of the last nine years were 
more than sufficient to meet this non-recurring charge twice over, and 
as they had been for the most part employed in a way which eventually 
resulted in a reduction of our debt, it was only an act of bare justice to 
the tax-payers that this heavy non-recurring charge, instead of being 
spread over a number of years and thrown on current revenues, should 
have been met out of loan funds. However, I see in the papers that 
Mr. Morley has finally accepted the scheme. That being so, I fear 
no useful purpose is likely to be served by my continidng the contro- 
versy in this Council I only trust that the view which, I understand, 
is held by the Government that the scheme will in the end make for 
economy will be found to be justified, when the time for judging of its 
correctness arrives. Meanwhile as there is still much vagueness in 
the public mind about the nature and scope of the scheme, may I 
respectfully suggest to his Excellency that it will help to clear away 
unnecessary misapprehensions, if he will see his way to make an autho- 
ritative statement on the subject, as far, of course, as a public state- 
ment can be made in a matter of this kind ? 

My Lord, the military problem in India may be looked at from 
four points of view. There is first of all the standpoint of the military 
expert— the soldier— whose principal idea is to raise the efficiency of 
the Army to as high a stats of perfection as possible, and who wants to 
te^e for this purpose all the money he can get. Then, there is the 
standpoint of the average Englishman, who wants to feel safe about 
India and who is comparatively indifferent as to what burdens are 
imposed on the people of this country in order that he may feel so safe. 
That is the way the ordinary member of Parliament looks at this 
qu^tioa Thirdly, there is the standpoint of the Indians themselves— 
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those who hare to bear the burden, but have hardly any share in Vhei 
privileges of the present arrangement. Lastly, there is a standpoint 
which in a way comprehends or should comprehend all these three, 
though not necessarily in the same degree, and that is the standpoint 
of the Government of India. Now, my Lord, when we, the Indian 
members of this Council, speak at this table on this question, we neces- 
sarily approach it from the Indian point of view. It is to express that 
view that we are here, and though we know that our voice is weak and 
that what we say is not likely for a long time yet to influence the 
practical decisions of the Government, that does not absolve us from 
what is after all our duty to ourselves in the matter. We should be 
guilty of presumption if we extended our remarks to technical details 
relating to the Army, on which we are not qualified to express an 
opinion. But there are certain broad questions of policy — also ques^ 
tions connected with the progress of humanity — which all men of 
average intelligence may claim to understand and discuss. My Lord, 
I do not believe that any serious war cloud is likely to appear on our 
horizon in the near future. I am fortified in this opinion by the high 
authority of Mr. Balfour and Mr. Haldane. The triumph of Japan in 
the late war and the gradual waking up of China and even of Persia — 
these, if not the overthrow and exhaustion of Russia, are bound to 
discourage European aggression in Asia for many years to come. 
Moreover, wars between the great Powers of Europe— and the only 
war that can touch us is one between England and Russia— are daily 
growing less and less likely. A comparison of the history of Europe 
in the nineteenth century with that in the eighteenth will show 
in what direction things have been moving. And the twentieth 
century is bound to be even better than the nineteenth. The 
people in Europe are no longer mere pawns on the chess-board 
of Kings and Ministers. And they are realising more and more 
what horrors a war means to them. I think, therefore, that India 
may well ask to be relieved now of a part of her present Army 
expenditure. Further, the injustice of the present arrangement, where- 
by a disproportionate share of the cost of military defence of the whole 
Empire is throum on her, must be remedied. Then, the status of the 
Indian officers in the Army, which at present is admittedly most unsatis- 
factory, must be improved, and higher careers thrown open to them. 
Lastly, the wrong inflicted on all classes of the Indian community 
indiscriminately by keeping them compulsorily disarmed— thereby 
slowly crushing all manhood out of a whole raoe—must be cautiously 
but steadily set right. My Lord, I have sp(^en time after time on 
these Bubjeots in this Council, and last year his Sxoellenoy the 
Oommander-in-Ohief, with perhaps a touch of impattesoe, observed 
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titst he he^ heard my arguments and assertions every year for three 
years. But, my Lord, is it my fault that these things have to be 
pressed again and again on the attention of the Government ? If his 
Szoellency would like to hear lass of the complaints, the remedy lies to 
a certain extent in his own hands. . A way must be found out of the 
present situation, which is no doubt difficult and delicate, but which 
must not be allowed to continue as it is, simply because it is difficult 
and delicate. Otherwise his Excellency may raise the Army to the 
highest pitch of efficiency, and yet he will have left the larger military 
problem in India as unsolved as ever. 

ti 

( iv ) Beginning of Free Primary Education 

I now come to what is in some respects the most gratifying feature 
of the present budget — I mean the statement wWch the Hon ble 
Member makes on the subject of Free Primary Education. The state- 
ment is brief, but it says enough to indicate clearly the resolute purpose 
that lies behind it. My Lord, the whole country hsis reason to feel 
grateful to your Lordship’s Government for taking up ttjis question in 
this earnest spirit The circular letter of November last and this para- 
graph in the Financial Statement, taken together, leave no doubt in my 
mind that before the budget for next year is presented, primary 
education will have been made free throughout India; for 1 cannot 
imagine any Local Government standing in the way of 'the adoption of 
this measure, since the Government of India is going to find all the 
money required for it. 1 am sure we owe much in this matter to the 
Hon’ble Mr. Baker’s active support of the cause. 1 cannot help recalling 
that last year when this question was raised in this Council, my 
Hon’ble friend expressed his sympathy with the proposal in most 
cordial terms. 

i 

"Ihave, ” be said, " the keenest sympathy with every one of the objeots on 
wbloh the Hon'ble Member desires to see public money expended. In partioular, I 
am greatly interested in his proposal for making primary eduoation free with the 
intention of ultimately making it oompulsory. I hope and beiieve that some great 
soheme of this nature will eventually be carried into execution." 

This was in marked ccntraat to the re ception which the appeal met 
with at the hands of another member of. Government, who, by what 
must now be described as an irony of fate, then presided over our 
Eduoation Department and who was therefore the responsible spokes- 
man on behalf d the Gkivernment on the subject Sir Arundel Arundel^ 
espressed himself in the matter thus 


1. Member, Viceroys fixecotive Council, 1901-05. 
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1 undantand the Bon'ble Mr. Qokhale to adTooate oniVonal fro* primary 
eduoatloB throughout India. That would bo a largo ordor. 

And the utmost that he oould bring himself to promise was that 
the aspiration for free primary education would be “ kept in view as 
the distant peak to be one day attained while the work of the present 
must be slow progress along the plain.” What was, however, * a large 
order ' in March became a very reasonable order in November, so 
reasonable indeed that the circular letter addressed to Local Govern- 
ments on the subject showed unequivocally that the Government of 
India had already made up its mind to adopt the measure. The 
incident serves only to emphasise the necessity of entrusting the 
Educational portfolio to such members as feel some enthusiasm for the 
subject. My Lord, now that the Government has advanced as far jhs 
free primary education, I earnestly trust that no long interval will be 
allowed to elapse before the next step is taken, viz., that of making a 
beginning in the direction of compulsory education. If His Highness 
the Gaekwar of Baroda^ has found it practicable to make primary 
education compulsory in his State, I cannot understand why the British 
Government should not be able to overcome the difficulties that lie in 
its path. The best plan, as 1 urged last year, would be to confer 
powers, in the first instance, on Municipal Corporations in cities with 
a population of, say, a hundred thousand and over, to introduce 
compulsion for boys within their areas, the Government of India find- 
ing the fundsf required. The area of compulsion may then gradually 
be extended, till at Isist in twenty years or so, primary education should 
be compulsory in the country for both boys and girls. My Lord, we 
are already so far behind other civilised nations in this matter that no 
further time should be lost in making such a beginning. As an eminent 
German Professor points out, no real economic or social develcqHnent 
of a people is possible without the education of the^masses. Such 
education is “ the foundation and necessary antecedent of increased 
economic activity in all branches of national production, in agriculture, 
small industries, manufactures and commerce it leads to a more 
equal distribution of the proceeds of labour; and it ensures a higher 
level of intelligence and a larger capacity for achieving social advance 
among the people. It is impossible to overestimate the importance of 
this question in the present state of India. 


1. Maharaja Sayaji Rao Gaikwad, Ruler of Baroda State, (1863-1938). 
His State took the lead la the whole country in introducing compulsory primary 
edncation, first as an experimental measure, in Amreli District ( 1893 ) and later 
extending it to the whole State (1906); the separation of judicial and eMecutive 
fuactiotts was another important reform carried out by him. 

0^10 



122 


IMPERIAL LEGISLATIVE COUNCIL 


Association of Indians wHh Country's Administration 

My Lord, I have so far dealt with various questions arising out of 
the Financial Statement which the Hon*ble Member has laid before the 
Council The question, however, that, in my humble opinion, trans- 
cends all others in importance at this moment is how to associate the 
people of this country with the administration of their own affairs, so 
that their growing estrangement may be prevented, and, while their 
self-respect is satisfied on one side, the bond between them and the 
Empire may be strengthened on the other. The Englishman who 
imagines that India can be governed much longer on the same lines as 
in the past, and the Indian who thinks t'bat he must seek a destiny for 
hfc country outside this Empire, of which now, for better or worse, we 
are a part — both alike show an inadequate appreciation of the realities 
of the present situatioa The main difficulty in regard to this associa- 
tion arises from the fact that the government of this country is really 
in the hands of the Civil Service, which is practically a caste, with all 
the exclusiveness and love of monopoly that characterise castes. My 
Lord, 1 am speaking in the presence of so many distinguished members 
of that Service, and I respectfully trust I shall not be considered guilty 
of rudeness in making these observations. These men, who give on the 
whole a high average of work, and who moreover feel conscious that 
they are doing their best, are naturally satisfied with their position, and 
they expect us to be satisfied with ours. And as they happen to be prac- 
tically the sole advisers of both the Viceroy and the Secretary of State, no 
reform which they do not approve has, as a rule, any chance of being 
adopted. Of course there are exceptions, but I am speaking now of the 
Service as a class. In a general way they seem to recognise that some 
advance is now necessary, but when you come to a discussion of different 
measures of reform, a majority, though not necessarily composed each 
time of the same individuals, is to be found arrayed against every 
reform that may be proposed. Thus, if it is urged that judicial and execu- 
tive functions should now be separated, you will be told that that will 
not do as that will weaken the executive power. If you say that the 
Viceroy and the Secretary of State should have among their official 
advisers one or two Indian gentlemen, the suggestion is resisted on the 
ground that the confidential character of the deliberations in the two 
Councils will no longer be assured. If you propose that the Legisla- 
tive Councils should be expanded and improved and they should be 
entrusted with some degree of power to exercise a check over the 
financial and general administration of the country, the objection is 
,raised that such a reform will strike at the root of the very constitution 
of the Government, which, as the Secretary of State said last year, 
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must continue for as long as one can see autocratic and personal. 
If the reform suggested is that Municipal and Local Boards should now 
be made imrely non-official bodies, freed from all immediate official 
control, the answer will be that Local Self-Government touches intima- 
tely the interests of the mass of the pec^le, and you cannot allow its 
efficiency to be lowered. And thus we move round and round the 
fortress of official conservatism and bureaucratic reluctance to part 
with power without being able to effect a breach at any point. My Lordi 
this kind of thing has now gone on for many years, with the result that 
the attitude of the public mind towards the Government—* opinion as 
Burke calls it, which is of greater importance than laws or executive 
power in maintaining order — has undergone a steady and, of late years, 
even a rapid change. Since last year, the impression has prevailed that 
the Government has at last decided to move forward and that important 
concessions are contemplated. 1 earnestly trust that this impression is 
well-founded. I trust also that the proposed reforms, when announced, 
will be found to be substantial and conceived in a generous spirit. My 
Lord, it is of importance that there should be no unnecessary delay in 
this matter. The public mind is in a state of great tension, and unless 
the concessions are promptly announced and steps taken to give 
immediate effect to them, they will, I fear, lose half their efficacy and all 
their grace. The situation is an anxious, almost a critical, one, and 
unless the highest statesmanship inspires the counsels of the Govern- 
ment, difficulties threaten to arise of which no man can foresee the end. 
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tAid meting of the Imperial LegtsMim Council held on Fridayt 
Ihe S7th March 1908, Lord Minto, the Viceroy, presiding, OoJchale mada 
thefdloiving speech on the Financial Statement for 1908-09 presented by 
Mu E. N. Baker. ] 

" Greater Resisting Powers ot the People " 7 

My Lord,— 1 confess it was with a sense akin to relief that 1 read 
iihe opening paragraphs of the Statemeet which the Honhle Member 
has laid before the Council this year. Direct expenditure on famine 
relief is a fair test of the extent and intensity of a famine. And, judged 
by this test, the calamity that has overtaken the country again this 
year, though undoubtedly very great, is still not so appalling as the 
famines of 1877 or 1897 or 1900. The famine of 1877 cost the State for 
purposes of direct relief a sum of 7| crores of rupees ; that of 1897 also 
cost nearly 7§ crores ; while in 1900 the amount expended exceeded 9j; 
orores. Compared with these figures, one feels thankful that this 
year’s famine will not require more than two crores for direct relief. 
Of course, this is on the assumption that the next rainfall will be 
normed, and for the present one can only hope that it will be normal* 
Meanwhile, it is a pleasure to acknowledge the manner in which the 
Government is endeavouring to meet the distress evei^here. By far 
the largest area affected is in the United Provinces, and these Provin- 
ces are fortunate in their present ruler. I am sure Sir John Hewett’s* 
famine administration will be remembered as gratefully as that of Sir 
Antony MacDonnelP in the same Provinces in 1897, and of Sir Andrew 
Fraser^ in the Central Province? in 190Q. 

I am not sure that the Hon’ble Member is quite correct when he 
says that the financial position of this year is stronger than that in 
1900-1901. It is true that Mr. Clinton Dawkins* had budgeted in 
1900-1901 for only a small surplus of £160,000, while the Hon’ble 
Member estimates the surplus for the coming year at £571,500. But, 
in the first place, Mr. Clinton Dawkins had closed the year 1899-1900 
with a surplus of over 4 crores of rupees, after finding over three orores 
for famine relief in that year, whereas the Hon’ble Member, who has 
been called upon to find during ihe current year not more than 77 lakhs 
for famine relief, closes the year with a surplus of 35 lakhs only. Even 
this surplus of 35 lakhs is more apparent than real It is a surplus in 

1. Lt.-Governor of U. P., 1907-12. 2. see foot note 1 on p, l4. 

3. Chief Commissioner, Central Provinces, 1899-1903; Lt.*Covernor of Bengal, 
1903-08. 

4. Finance Member, Government of India, 1899>1900. 
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the aooounts of the Government of India. But as the Provinoial 
Governments have during the year depleted their balances by about 
orores, the net result of the year's revenue and expenditure transactions 
for the country as a whole is a deficit of about 115 lakhs and not a 
surplus of 35 lakhs. Again, though Mr. Clinton Dawkins had estima- 
ted the surplus for 1900-01 at about 24 lakhs, the actual surplus realised 
at the end of the year turned out to be over 2 J crores, or ten times the 
modest figure budgeted for, and this after spending over 6^ crores 6n 
famine relief. On the other hand, the Hon’ble Member provides only 
130 lakhs for famine relief during the coming year and he budgets for 
a surplus of 85 lakhs, against which we have a further depletion of cash 
balances by Provincial Governments to the extent of 79 lakhs. This 
does not show that the financial position today is stronger than it was 
eight years ago. Of course, the level of taxation has been lowered 
since 1900, but that does not alter the real character of the comparison. 
There is one observation of the Hon’ble Member on the subject of 
this year’s famine to which I deem it necessary to take strong excep- 
tion. The Hon’ble Member points out that the number of those who are 
in receipt of State relief this year is smaller than on the last two 
occasions, and he regards it as a reasonable conclusion that this is 
partly due ‘to the greater resisting powers of the people*. Now, my Lord, 
I think tlie facts which the Hon’ble Member himself mentions in his 
statement, viz^ that the failure of crops has been less extensive and 
less complete this time than in 1897 or 1900, and that takavi advances 
have been made far more liberally and far more promptly than 
before, are in themselves quite sufficient to explain the difference in 
the number of applicants for State relief. Considering the extent of the 
area affected, the depth of the distress caused, and other circumstances 
of this year’s famine, I venture to think that one and a lialf millions is 
not at all a small number to be in receipt of State relief .at this time of 
the year. 1 can assure the Hon’ble Member that no one will be better 
pleased than myself if the Government of India will order a regular 
and careful enquiry into the condition of a few typical villages so as to 
ascertain whether ‘ the resisting powers of the people ’ are increasing or 
diminishing. The Famine Union in London hais been demanding such 
an enquiry for a number of years and not a few distinguished names in 
England have associated themselves with this demand. But the 
Government of India, for reasons best known to itself, shrinks' from 
such an investigatioa That being so, I think the Hon’ble Member is. 
not entitled to deduce such a conclusion from such slender premises in 
BO important a matter. The Famine CommiBsion of 1898^ tried, in the 
course of their enquiries, to collect some evidence on this Subject. And 
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their oonolusion, which, I think, still holds good, is worth quoting. 
After referring to certain classes whose condition, in the opinion of the 
Oommission, had probably improved, they observe : 

Beyond these classes, there always has existed, and there still does exist, a 
low section of the community living a hand-to-mouth existence, with a low stand- 
ard of comfort and abnormally sensitive to the effeots of inferior harvests and 
calamities of season. This section is very large and includes the great class of 
day labourers and the least skilled of the artisans. So far as we have been able tb 
form a general opinion upon a difficult question from the evidence we have heard and 
the statistics placed before us, the wages of these people have not risen in the last 
twenty years in due proportion to the rise in prices of their necessaries of life. The 
experience of the reoent famine fails to suggest that this section of the community 
has shown any larger command of resources or any increased power of resistance. 
Far from contracting, it seems to be gradually widening, particularly in the more 
congested districts. Its sensitiveness or liability to succumb, instead of diminish- 
ing, is possibly becoming more accentuated, as larger and more powerful foroes 
supervene and make their effects felt where formerly the result was determined by 
purely looal conditions. 

As regards small cultivators who, after this class, suffer most from 
famine, I do not believe they have as yet had time to recover from the 
terrible effects of recent famines. It should he remembwed that the 
losses of the peasantry during the last two famines in crops and cattle 
have been estimated at 300 crores of rupees. In Bombay, during the 
last twelve years, only two years have been free from any expenditure 
on direct famine relief. The Central Provinces have fared almost as 
badly, in the United Provinces the present famine comes after only 
a year’s respite to the people, as the year before last was also a year of 
famine. In Bengal, too, the seasons latterly have not been very 
favourable. Then, over the greater part of the area affected by recent 
famines, the ravages of plague have been added, and these ravages 
have meant not only a frightful loss of life with vast mental anxiejiy 
and suffering, J)ut also heavy losses of resources to the poorer classes, 
whose daily life, wherever the plague rages, is disorganised from four to 
six months every year. It is true that certain sections of the community 
—those engaged in textile industries, for instance— have recently had a 
brief spell of prosperity, and the newly awakened enthusiasm for 
industrial development in the country has also had a beneficial effect. 
But this, I fear, has not made any difference to the bulk of those who 
go down the precipice at the first touch of famine, barring probably 
weavers, mill-hands and other workers in factories, and certain classes 
of small artisans. 

Rise in Prices a Cause for Anxiety 

My Lord, the high prices, which have been ruling in the country 
for some time past, independently of the present famine, and which 
have caused acute and widespread suffering, have naturally attracted 
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general attention, and I was glad to hear the Hon*ble Mr. Miller^ state 
the other day in reply to a question by my friend Mr. Chitnavis,* that 
the Government was considering the advisability of referring the 
whole question to a Committee for inquiry. I earnestly trust that a 
strong Committee will be appointed and that as early as may be prac- 
ticable ; for apart from the distress which high prices must cause to 
those whose incomes do not rise with the rise in prices, the situation 
suggests certain disquieting considerations, which require a close and 
careful examination. It seems to me, my Lord, that the phenomenally 
heavy coinage of new rupees during the last few years by the Govern- 
ment has something to do with this general rise in prices. Eeally 
speaking, the artificial appreciation of the rupee by the currency 
legislation of the.Government should have brought about, after things 
had time to adjust themselves on the new basis, a general fall in 
prices in this country. In the first few years after the closing of the 
mints to the free coinage of silver, this tendency was counteracted by 
a succession of famines and scarcities, and probably in a smaller 
measure by hoarded rupees having come into circulation. Latterly 
the general rise, which has taken place in the gold prices of commodi- 
ties all over the world, has no doubt helped to raise prices in India. 
But this can account for only a part of the rise that has taken place 
in this country, and we must look for other causes to explain fully the 
extraordinary phenomenon we have been witnessing for some tira e 
past. I think feme light is thrown on the problem by an examination 
of our coinage statistics. The following figures give the annual average 
of rupees coined, minus old rupees recoined by the Government of India, 
for each decade from 1834 to 1893, when the mints were closed to the 
free coinage of silver, and for the years following the passing of the 
Act of 1899, when coinage operations on a large scale were again 
resumed. The period from 1894 to 1899 is omitted because, during the 
first three years of that period, no new rupees were coined at all, and 
during the next three a very small number — only about two orores in 
all — was coined. 


Period ( annual average for ) 
1835-44 



Crorcs 

8-2 

1845-54 

••• **• 

... 


2-4 

1855-64 


... 

... 

82 

1865-74 

••• 



48 

1875-84 

... ... 



6 

18*5-93 

... 



8*3 

1900-04 

... ... 

••• 

... 

8*3 

1905-07 

... ... 


... 

20-7 


1. Member, Governor-General's Executive Council, 1907-10. 

2. Mr. (later Sir) G. M. Chitnavis (1863-1929) who represented the land- 
holders of the Central' Provinces in the Imperial Legislative Council. 
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I have not been able to obtain the figures of rupees reooined during 
the last period, «.<>., from 1905 to 1907. 1 do not think, however, that 
these figures have been large and the deduction to be made on their 
account from the average will not, I believe, be substantial 

Prior to 1893, the melting back of rupees into silver by those who 
needed silver prevailed on a large scale in the country, and it has been 
estimated that about 3 orores of rupees must have been so melted 
annually. Since the currency legislation of 1893, this melting has had 
to cease, owing to the great difference between the token value and the 
intrinsic value of the rupee. The stock of rupees in existence in India 
before 1898 was estimated by Mr. Harrison, the expert, at 130 orores. 
During the last ten years, the Government has made a net addition to 
this stock of over 100 crores. It seems to me that such a sudden infla- 
tion of the country’s currency is bound to result in a general rise of 
prices. It may be said that, in view of the great expansion of trade 
during the last few years and of the increased industrial activity of the 
country, such augmentation of the currency was necessary. A reference 
to trade returns, however, does not support this view. During the twenty 
years preceding the closing of the mints, our exports of merchandise 
advanced from 54 crores to 106 crores, i. e.. doubled themselves, and yet 
the average annual coinage only advanced, as shown above, from 
6 crores to 8-3 crores during that time. Again, from 1894 to 1904, the 
exports rose from 106 orores to 157 crores, but the {annual average 
coinage for the five years ending 1904 was just the same as that for the 
eight years ending 1893, viz., 8-3 crores. It is, therefore, difficult to see 
why the average should have suddenly gone up from 8'3 crores to 
20*7 orores during the last three years. What is probably happening 
is this. The rupees issued by the Government in response to the 
demands of trade go into the interior and spread themselves among 
those from wliom purchases are made. But, owing to various circum- 
stances, they do not flow back quickly to centres of trade di to banks, 
and thus now rupees have to be obtained for transactions for which old 
rupees might have sufficed. Meanwhile, the melting back of rupees 
into silver having ceased, every issue becomes a net addition to the 
volume of the currency. If this analysis of the situation is correct, it 
suggests a grave problem, for it means that prices will tend to rise still 
further. One effect of these high prices, due to a heavy augmentation 
of the currency, will be to discourage exports and to encourage imports. 
Another effect will be that whatever gold .there is in general circulation 
in the country — I understand that it is about 13 millions — will be 
drained from the country. A, third effect will be that the cost of produc- 
tion will rise owing to a rise in the cost of living and this will place 
indigenous industries at a disadvantage in their competition with 
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foreign products. Whether the foundations of the currency system will 
be involved in the general disturbance that will thus be caused, it Is 
difficult to say. But it is not improbable that an economic crisis, 
causing great suffering to large numbers of people, may arise, necessi* 
tating urgent remedial action at the hands of the State. 

Incidence of Salt Duty in India Compared to Other Countries 

The Hon’ble Member gives an interesting table in his statement to 
compare the incidence of the salt duty in this country with what it is in 
some European countries. Now, in this matter of the salt-tax, the 
people of this country will always remember with feelings of gratitude 
the Hon’ble Member’s tenure of office as Finance Minister, for he has 
given us two successive reductions of the salt-tax, which is more than 
any of his predecessors ever did. But though his hand has given us 
the relief, his head, if he will permit me to say so, seems still to be under 
the influence of orthodox official ideas ; and in the table compiled by 
him, I detect a lingering feeling of regret that the Government should 
have sacrificed so much revenue to lower a duty which, after all, did 
not press heavily on the people ! Now, in the first. place, it is necessary 
to remember that our complaint about the burdensome nature of the 
salt-tax was with reference to the old level of the duty and not its 
present level. Secondly, before the Hon’ble Member’s comparison can 
pass muster, it is necessary that he should give us separately the rates 
of the excise-duty and the import-duty on salt in those countries which 
he mentions ; for when a country has a strongly protectionist fiscal 
system, heavy import-duties may exist side by side with light excise- 
duties. And, thirdly, to gauge correctly the comparative pressure of a 
tax in different countries, we must take into account not merely the 
am'ount of the tax paid per head in each country, but also the, rate of 
that amount to the average income per head. So judged, the salt-tax 
will be found even today to press more heavily on the people of India 
than any other people, except those of Italy, as the following table will 
show. In this table I have taken the figures of average income per 
head for the five European countries mentioned by the Hon’ble Member 
from Mulhall’s Dictionary of Statistics. For India 1 have taken Lord 
Curzon's figure, though it is clearly an overestimate : 


Country 

Annual income 
per head 

Bait-duty per head in terma 
of a day*8 income. 

Franoe 

£ 

25-7 

£ 

% day's income 

Germany 

18.7 

i day's „ 

Italy 

12 

4 days' 

IJ days' „ 

Austria 

16.3 

Netherlande 

26 

i day's „ 

India ...| 

2 

* days’ 


0.-17 
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Since the Hon’ble Member is in a mood to appreciate comparisons 
between India and European countries, 1 venture to present to him 
another table, and I respectfully trust that he will find it not only 
interesting, but also instructive I It is a table giving the State expendi- 
ture on education in the five countries selected by the Hon’ble Member 
for comparison and in India. 


Country. 

Frauoe 


State expenditure on 
education per bead. 

... 5 4 

Germany 


... 4 0 

Italy 

... 

... 1 8 

Austria 

... 

... 2 4 

Netherlands 

• ft • 

... 4 3 

India 

... 

0 li 


Changes in Presentation of Accounts Suggested 

My Lord, I am glad that the accounts of the Local Boards have 
at last been separated from those of the Government in the Financial 
Statement. I wish the Hon’ble Member had at the same time carried 
further his reform of last year of dealing with Railway jand Irrigation 
figures. He admits the anomaly of treating the two sets of figures 
differently. He admits also that it would be desirable to deduct the 
amount of interest from these figures from both revenue and expend!" 
ture sides. But he fights shy of a large minus entry which would result 
from the adoption of this course, though there are minus entries in 
several other places in the Financial Statement. Well, I can only 
hope that somer future Finance Member will take a different view of 
the matter. Strictly speaking, it is not only Railways and Irrigation^ 
but also Post, Telegraphs and Mint, that is, all our commercial and 
Qizoet-commercial services, that must be taken net, if an erroneous idea 
of our real revenue and expenditure is to be avoided. Also, Assign- 
ments, Compensations, Refunds and Drawbacks must be deducted from 
the revenue of the major heads, and advances to cultivators and cost 
of manufacture in connection with opium must be deducted from the 
so-called Opium revenue. And on the expenditure side the Interest on 
Ordinary Debt must be taken net. I venture to think that if our 
accounts are presented in this manner, they will convey a far more 
correct idea of our real revenue and expenditure than is done at pro* 
sent. Thus re-arranged, the figures of the Budget for the coming year 
will appear as follows : 
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Major Heads ... ... ... 45*98 

Commeroial and guasi-oommeroial ser^ioas ... 3*29 

Departmental Heoeipts (Oivil, Miscellaneous, Public 
Works other than Railways and Irrigation, and 
Military) ... ... ... ... ... 2*92 

Total ... 52*19 

Ex^nditure ( in millions sterling ) 

Charges for collection of revenue ... ... ... 6 04 

Interest ... * ... ... ... *78 

Salaries and expenses of Civil Departments ... 14-04 

Miscellaneous Civil Charges ... ... ... 4*62 

Famine Relief and Insurance ... ... ... • 1*53 

Other Public Works ... ... ... 4-45 

Military Charges ... ... ... ... 20*75 

52*15 

Deduct portion of Provincial expenditure 
defrayed from Provincial balances ... ***53 

Total ... 51*62 

Surplus ... ... ... ... ... *57 

Of cours(}, 1 recognise the difSculty of making radical alterations 
in old and long-established forms, but I would earnestly urge the 
Hon’ble Member to see if he cannot add another table to the Financial 
Statement on the lines suggested above. It will certainly serve a use- 
ful purpose, for it will enable everyone, who turns to it, to see that our 
real revenue is only 53 millions sterling and not 73 millions ! 

Appreciation of Grant for Sanitary Improvement 

My Lord, I welcome with sincere satisfaction the grant of 30 lakhs 
of rupees which the Hon’ble Member places at the disposal of the Local 
Governments during the coming year for assisting Municipal Bodies 
in undertaking works of sanitary improvement. The Hon’ble Member 
promises to make the grant an annual one and considering the great 
importance of the principle which underlies it, I am sure the country 
will warmly appreciate the fact that a beginning in this direction has 
been made in a year when the difficulties caused by famine might 
easily have dissuaded the Hon'ble Member from undertaking a new 
expenditure. Thirty lakhs a year is no doubt a small sum, compared 
with the vastness of the object to which it is to be applied, but now" 
that the principle has been recognised and a beginning made, I am not 
without hope that the amount may be increased when the present 
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famine conditions pass away and normal times return. Even as it 
stands, the grant marks a substantial improvement on the eyiating 
situation, as may be seen from the following figures which 1 have been 
able to obtain through the courtesy of the Hon*ble Sir Harvey Adamson^. 
These figures show the amounts contributed by the several Provincial 
Governments out of Provincial revenues as grants-in-aid to Municipa- 
lities towards capital outlay on drainage and water-works during the 
last five years, t. e., from 1902-1903 to 1906-1907 : — 


Total amount in 

Province rupees in five years 


Madras 

6.47,000 

( exclusive of 3 



lakhs given to the 



city of Madras. ) 

Bombay 

nil 


Bengal 

1,05,400 


United Provinces 

5,68,235 


Punjab 

2.35,000 


Burma 

1,58,000 


Eastern Bengal and Assam 

14,000 


Central Provinces 

41,000 


North-West Frontier Province 

nil 


Total for all the Provinces in five years ... 

17,68,635 



This gives us an annual average Of 3 J lakhs a year for the whole 
country and contrasted with it the Hon’ble Member’s 30 lakhs a year is 
almost a liberal provision ! It may be noted that during these same five 
years, while the Government contributed a mere pittance of 17^ lakhs 
towards the sanitation of our towns, which are being decimated by annual 
visitations of the plague, his Excellency the Commander-in-Chief was 
able to obtain fOr military charges a siun of about 27 crores above the 
level of the military expenditure of 1901-1902 ; and nearly 60 crores 
were spent as capital outlay on railways, of which one-third, or over 19 
crores, was found out of current revenues. My Lord, this treatment of 
sanitation, as though the Government had no responsibility in regard 
to it, has hitherto been one of the most melancholy features of the 
present scheme of financial decentralisation, under which sanitation 
has been made over to local bodies as their concern, though they have 
admittedly no resources for undertaking large projects of improvement. 
The analogy of England is often quoted to justify this arrangement 
though oh the same analogy our railway construction shcnild have been 
left to private enterprise, but it is not. My Lord, our mortality stati- 
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9 iiioa are ghastly reading. The ofiSoially recorded death-rate has 
steadily increased during the last twenty years from 38 per thousand to 
over 36 per thousand. It was about 38 during the hrst quinquennium, 
1886-1890 ; from that it advanced to nearly 30 diiring the second 
quinquennium, 1891-1895; from there to 33-5 in the third quinquennium, 
1896-1900 ; and from that to 33*5 in the fourth, 1901-1905. For the 
year 1905— the last year for which figures are available — it was 36-14, 
being even higher than for the year 1897, when the country was 
devastated by one of the greatest famines of the last century. It is 
significant that during this same period of twenty years, England has 
succeeded in bringing down her death-rate from 30 to 15-5 per thousand. 
Again, taking only our urban areas, we find that the rise in the death- 
rate from 1896 — the year immediately preceding the appearance of 
plague in the country— to 1905 has been from 36*5 to 41*7, Last year 
His Majesty the King-Emperor was pleased to send a gracious message 
to the people of this country sympathising with them in their sufferings 
from plague. Your Excellency, too, made a most feeling reference to 
the ravages of plague in the course of your last budget speech. My 
Lord, may we not hope that the Government will in future show 
greater recognition of the claims of sanitation on the resources of the 
State than it has done in the past, as no real improvement in public 
health is to be expected, unless vigorous efforts are made throughout 
the country to push on sanitation ? Three years ago I urged in this 
Council that at Idast one million sterling a year should be provided by 
Government to assist Municipal bodies in the construction of drainage, 
and water-works. 1 earnestly trust that the amount will be forthcoming 
before long. It is really a modest demand, considering the interests 
involved and considering also the requirements of the situation. 

Surpluses Should Be Used Only for Welfare Schemes 

In this connection it is a matter of deep regret to me that I cannot 
persuade the HonTale Member to see the reasonableness of my sugges- 
tion as regards the utilisation of our surpluses — at least of a portion of 
them — for promoting sanitation. I do not propose to repeat today my 
arguments in favour of such a course, as I have urged them again and 
again, in this Council with, perhaps, wearying iteratioa But there is 
one misapprehension of the Hon’ble Member about which it is necessary 
to say a word. He thinks that eis a surplus is in the nature of a wind- 
fall and entirely uncertain, to make allotments out of it towards sanitary 
projects would involve wastage, as works may have to be stopped after 
being undertaken, if one surplus is not followed by another surt>lus ; 
and he says that this would be unsound finance. I do not, however, 
see why there need be any stoppage of wwks or any wastage. My 
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proposal would work as follows : — Suppose there is a surplus of 2 millions 
one year and suppose it is decided to devote it to sanitary improve- 
ments. The different Provincial Governments will receive allotments 
out of it, which they will temporarily hold as part of the Provincial 
balances. They will have before them a programme of sanitary 
projects and they will offer assistance out of the allotment to such of 
them as appear to them to be the most urgent. It should be laid down 
that no assistance should be offered unless the whole of the money 
required to meet the liability is there in the balances or can be provided 
partly out of the allotment and partly out of Provincial revenues. 
When a second surplus is realised and fresh allotments are received, 
other projects can be taken up for assistance in the same way. If there 
is no surplus to allot, no harm is done. These surplus allotments may 
be in addition to the regular annual grant I do not see what is there 
that is unsound in such a course. On the other hand, I cannot help 
regarding the present practice of devoting surpluses to railway construc- 
tion— which means investing them as capital- -as unjust to the tax- 
payers and wholly indefensible. What will the 11001)16 Member think 
of a man, who, while his children are sickening and dying, neglects 
to improve the sanitation of his house and uses whatever money he 
can spare out of his income for purposes of investment ? And yet 
this is precisely what the Government of India has been doing all these 
years. Our railways, on which already 400 crores of pipees have been 
expended, rest on a commercial basis. They are remunerative as a 
commercial undertaking and they should be constructed only out of 
borrowings. Surpluses are so much more revenue taken from the 
people than was necessary for the requirements of the Government. As 
it is not possible to return a surplus directly to the people, it should be 
spent in meeting non-recurring expenditure most urgently needed for 
their welfare. Such expenditure today in this country is expenditure 
on sanitary improvements. The Hon’bie Member proposes to devote to 
railway construction a sum of If millions sterling out of cash balances 
during the coming year. This raises the question whether there should 
not be a deftnite limit to cash balances. If in fat years larger cash 
balances than are really required are to be built up out of current 
revenues and in lean years they are to be drawn upon for railway 
construction, it really means finding money for capital outlay on 
railways out of the proceeds of taxation, whether the years be fat or 
leaa The question was carefully considered by the Gt)vernment of Lord 
Northbrook^, and the conclusion arrived at was that 13^ crores should 
suffice as cash balances. Since then Burma has been added and the 
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normal level of expenditure has also risen considerably. Still cash 
balances, ranging between 25 and 30 orores, appear to be unnecessarily 
large and may, I think, be brought down to a lower level. 

Reduce Overgrown Military Expenditure 

My Lord, 1 think the country has a right to complain that the 
conclusion of the Anglo-Russian Convention, which has been acclaimed 
by its authors as a great triumph of diplomacy, has made no difference 
whatever to the people of India, so far as the weight of military char- 
ges is concerned. It is true that certain lapsed grants have not been 
restored to the military budget this year, but that is owing to the 
difficulties occasioned by the famine and, moreover, they only mean a 
slight postponement of certain items of expenditure. Two years ago, 
when I urged a reduction of military expenditure in this Council in 
view of Russia’s collapse in the Russo-Japanese War and the conclu- 
sion of the Anglo- Japanese Alliance, your Lordship observed : 

Reorat events may at first sight appear to justify muab of what the Hon’ble 
Mr. Gokhale has said, Russia's reverses in the Far East and our alliance with 
Japan undoubtedly at the present moment minimise the dangers of our Indian 
frontier ; Lut I am afraid I oannot follow the Hon'ble Mr. Qokbale in bis oonolu- 
sion that these dangers have disappeared for ever. He has told us that the tide 
of European aggression in China has been rolled back for good, that the power 
of Russia has been broken and that her prestige in Asia has gone. I am afraid 
these are mere assumptions whioh I oan hardly aooept. I am afraid 1 feel muoh 
more impelled to consider what effect Russian reverses may have on the pride of 
a high-spirited military raoe and 1 wonder in bow long or in bow short a time 
she may feel confident of recovering her lost prestige. 

WeU, this time it is an agreement with Russia herself that has 
been concluded and now at any rate there is no justification for regard- 
ing Russian aggression on the North-West frontier as anything else 
than a mere remote possibility. But now I fear another ground is being 
taken, namely, that in view of the unrest prevailing in the country 
and the tendencies of thought and utterance among a section of the 
people, it is not desirable to touch the military expenditure of India- 
My Lord, all I can say is that such a view of the situation is most 
unjust to the vast bulk of the tax-paying community in the country. 
No doubt it is the case all over the world that when military charges 
have been once allowed to grow, it is extremely hard to get them 
reduced again. In India, in addition to this general difficulty, there 
are special difficulties connected with the exceptional nature of the 
situation. But the general satisfaction that will result from a 
reduction of our overgrown military expenditure is an important 
consideration. On the other hand, the retention of the present level of 
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oharges, in spite of the Anglo-Bussian Agreement, will probably tend 
to strengthen those very tendencies which are alleged to stand in the 
way of a diminution of the country’s burdens. 

Larger Allotments tor Education Desired 

There is one more point that 1 would like to urge about our 
financial administration before I close. I think it is necessary that a 
larger portion of our revenues than at present should be devoted to 
objects on which the moral and material well-being of the mass of our 
people ultimately depends. The expenditure on the Army, the Police 
and similar services may be necessary, but it is a necessary evil, and 
consistently with the maintenance of a proper standard of efficiency* 
it must be kept down as far as possible. On the other hand, no State, 
especially in these days, can expend too much on an object like 
education. And here, my Lord, 1 regret to say that the Government 
is not doing its duty by the people of India. Everywhere else through- 
out the world the State now accepts it as a sacred obligation resting on 
it to provide for the free and compulsory education of its children. 
The Gaekwar of Baroda has recently adopted measures to make this 
provision for his subjects. What every civilised Government provides 
for its people, what the Gaekwar is providing in his State, the Govern- 
ment of India must surely provide for the people of British territories. 
There is no escape from so obvious a duty, and every flay’s delay is a 
wrong to the peopla We sometimes hear it said that it will be impos- 
sible to find money for so vast an undertaking. My Lord, it is not 
true. The money is there for whatever developments may take place 
immediately, and it can be found without difficulty as we go along, if 
the burden is distributed over a number of years and the task taken in 
hand in a resolute spirit. The Hon’ble Mr. Baker makes an interesting 
observation in one of the paragraphs dealing with Famine, which 
throws a flood of light on this point. He says that the loss to the 
Exchequer of the Government of India— apart from the losses of the 
Provincial Governments —from this year’s famine has been estimated at 
3 orores during the year about to close and at S J crores in the coming 
year. As there has been a small surplus in the accounts of the Govern- 
ment of India this year and as the Hon’ble Member has budgeted for 
another surplus for the coming year, his estimate should carry con- 
viction to the most sceptical mind. My Lord, I repeat the money is 
there or can be found without difficulty. Only the will has to be there 
and then we shall not be found merely discussing the difficulties of the 
problem. 

Then, there is the question of technical and industrial education. 
Half a million sterling for initial equipment and about five lakhs 
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a year fur maintenanoe charges should give the country an 
Institute of Technology, almost - fit to be included among the great 
institutions of the world. And the expenditure will return tenrfoid to 
the State not only in the advance of technical and industrial education in 
the country, but also in the appreciation and enthusiasm of the people. 
1 have already spoken of the needs . of sanitation. 

Lastly, there is the vast problem of agricultural indebtedness. 
Here, except perhaps for initial experiments, the money for any 
scheme of relief that may be adopted — if one ever is adopted— will 
have to be out of loan funds, and there is ample margin for borrowing 
for such a purpose, as our Ordinary Debt now stands at only about 
37 millions sterling. 

Plea for Speedy Political Reforms 

My Lord, we are passing through very anxious tindes. How we 
shall emerge from this crisis, when it is over, is a question that is occu- 
pying all earnest minds in the country today, almost to the exclusion 
of any other question. There is much in our present situation that is 
naturally galling to proud and sensitive spirits, and young men, fresh 
from their books, are coming forward on every side to ask why things 
need be as they are. As yet they have not permitted themselves to 
imagine that their interests do not lie on the side of order. But, 
sooner or later, mere order is bound to appear irksome to those who 
zealously cultivate the belief that there is no chance of better days for 
their country as long as existing arrangements continue. They will, 
no doubt, discover before long the limitations of their position. They 
may even come to recognise that life is not always like writing on a 
clean slate, and that, in the peculiar circumstances of India, they 
must range themselves, in spite of the humiliations of the'situation, in 
their own best interests, on the side of order, for without its unquestion- 
ed continuance no real progress for their country is possible. My Lord, 
many things have happened during the last three years which have 
had the effect of swelling the ranks of these men. Even the feeling of 
love and reverence, with which, as a great teacher, the philosopher- 
statesman at the India Office was regarded by successive generations 
of educated Indians and which was really an asset of value to British 
rule when be took charge, has helped to add to the difficulties of the 
situation. That feeling has given way to a sense of irritation and 
disappointment, because Mr. Morley has on occasions used language 
which has wounded and has sanctioned measure^ which have bewil- 
dered and amazed. And though those among us, who have not made 
sufficient edlowanoes for Mr. Morley’s difficulties will in the end regret 
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the harsh things they have said of him, he certainly for the time has 
lost the power of arresting the rapid decline of ray countrymen’s faith 
in England’s mission in Idiis country. My Lord, the Govermnent will 
no doubt put down— indeed, it must put down— all disorder with a firm 
hand. But what the situation really requires is not the policeman’s 
baton or the soldier’s bayonet, but the statesman’s insight, wisdom and 
courage. The people must be enabled to feel that their interests are, 
if not the only consideration, at any rate the main consideration that 
weighs with the Government, and this can only be brought about by a 
radical change in the spirit of the administration. Whatever reforms 
are taken in hand, let them be dealt with frankly and generously. And, 
my Lord, let not the words ‘ too late ’ be written on every one of them. 
For while the Government stands considering— hesitating, advancing, 
recedii^, debating within itself ‘ to grant or not to grant, that is the 
question ’—opportunities rush past it which can never be recalled. And 
the moving finger writes and having writ, moves on I 
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Satement for 1909-10 preserved by Sir Ouy Fleetewood Wilmu Lard 
Minto was in the chair. This was the last year of the old order, under 
which the Budget delxite was the one occasion in the year available to Non- 
official Members to bring to the notice of the Government questions connect- 
ed tvUh the general administration of the country. ] 

• 

Difficult Financial Position of the G)untry 

My Lord, the HonTrle Member is entitled to the fullest sympathy 
of this Council and of the country in the difficult task with which he 
finds himself confronted at the very commencement of his tenure of 
office as Finance Minister of India. After a succession of surpluses, 
extending over ten consecutive years, we have come, suddenly and 
almost without warning, to a year of ‘a heavy deficit, and this abrupt 
change is accompanied by an uncertainty about the future, which 
aggravates the anxieties of the situation. It is true the Hon’ble 
Member estimates, on the assumption of a normal season, a revenue 
for next year fully equal to its requirements, and he even budgets for a 
small surplus. > But reading between the lines of his statement, one 
cannot help feeling that he regards the prospect before him with 
considerable uneasiness. The Hon'ble Member bases his figures of 
revenue on a normal season, though such estimating is, in his opinion, 

‘ largely a gamble in rain. ’ The grave depression in trade, which has 
BO seriously reduced our railway receipts during the cunent year, and 
which, as the Hon’ble Member says, is not local or peculiar to India, 
but is, ‘ one of those great reactions which periodically affect the whole 
civilised world,’ has not yet passed away, and yet the Hon’ble Member 
takes for railway earnings a figure £2} millions above that of the current' 
year, thus placing our railway activity during next year 'where it 
would have been in 1908*1909, if conditions had been normal, with a 
small extra margin for the increased mileaga’ Finally, the Hon’ble 
Member uses significant language when he says : 

I have no desire to minimise the diffioultiea, which it wouid be folly to ignore, 
attaching to Currenoy and Exchange, to the present position of the Gold Standard 
Reserve, and the weakness of our oath balances. 

I doubt, therefore, if the Hon’ble Member himself feels inuoh 
oonfidenoe in the estimates which he has laid before the Council, and I 
think that the position of equililndum, for which he hasbudgeted) 
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indicates more a suspension of judgment on his part than a reasonably 
confident anticipation of next year’s revenue and expenditure. 

Remissions of Taxation Only Balance Saving in Home Remittances. 

My Lord, a deficit of 3| millions sterling or over 5^ crores of rupees 
is the heaviest deficit we have had in any year during the last fifty 
years. And only once during the period has it exceeded 3 millions. 
That was in the year 1897, when the country was devastated by one of 
the greatest famines of the last century and when in addition there 
were prolonged military operations on the North-West frontier, the 
famine costing in direct relief 3^ milliofis, and the military operations 
millions, and the accounts showing a deficit of 3^ millions. It is, 
however, necessary to remember that the current year's deficit includes 
a sum of £725,300 under railway charges, which should not be charged 
against revenue at all, being the portion of the annuity payments 
devoted to redemption of capital. The exclusion of this sum reduces 
the deficit from SJ millions to 3 millions. Even so, it is a heavy deficit, 
and, in view of its serious nature, 1 fear, regret will be expressed in 
some quarters— I already notice a tendency in that direction— that the 
Government should have granted successive remissions of taxation 
since 1903. I think, therefore, that it will be useful to recall here the 
extent of these remissions and their true relation to the growth of our 
revenue in recent years. These remissions have been t|}ree reductions 
Of the salt-duty, each by 8 anneis a maund, reducing the duty altogether 
from Rs. 2-8 to Re. 1 a maund, the exemption from income-tax 
of incomes between Rs. 500 and Rs. 1,000 a year, the abolition of 
famine cesses in Northern India, and the abolition of certain local taxes 
on land in several Provinces. The total relief granted to the tax-payers 
by these various measures has been a little over four millions a year 
Now, to understand correctly the real bearing of these remissions on 
the general financial situation, it is necessary to glance briefly at the 
history of our finances since 1885. The first eleven years of this i>eriod 
were a time of extreme stress and anxiety for the Finance Minister, 
owing mainly to the fall in the exchange value of the rupee, which 
declined rapidly from over 19ff. to about iSd, while at the same time 
military expenditure was rising and the opium revenue going down. 
The Government met the difficulties of the situation by heavy and 
continuous additions to the taxation of the country, adhering rigorously 
to the canon of finance that the year’s expenditure should come out of 
the year’s revenues. The lowest point touched by exchange was in 
1894-95, when it stood at 13*l<f. to the rupee. And yet by raising the 
level of taxation high enough, the Government were able to realise 
even in that year a surplus of 70 lakhs of rupees.. From that point 
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onwards, exchange again rose steadily owing to the ourrenoy legislatioii 
of 1893, till at last in 1899-1900 it established itself firmly in the 
vicinity of Is 4d And when, three years later, the first remission of 
taxation was granted, the position was this : • The rupee had risen fr<Hn 
13*l(f. to 16d.; there had also been a considerable increase of revenue 
under most of the principal heads; but the level of taxation still stood 
where it had been pushed up when the rupee had fallen to 13‘l<f. Now 
a rise in exchange from 13 -Id to 16d meant a saving of 3| millions 
sterling in the cost of remittances to England necessary to - meet the 
Home charges, taking these charges even at the lower fig;ura of 1894-95. 
And this saving the Government were morally bound to return to 
the tax-payers, however they dealt with the general increase of revenue 
that had accrued. As the various remissions put together have 
amounted to about 4 millions a year, it is clear that the relief granted 
to the tax-payers during the last six years has not materially exceeded 
the saving effected in the cost of Home remittances by an artificial 
appreciation of the rupee. It may be noted that in spite of these 
remissions of 4 millions a year, the revenue today is higher than it 
was six years ago, the receipts under the principal heads for the 
current year being over 49 millions as against 45>6 millions for 1902-03, 
the year immediately preceding the first reduction of taxation. 

Year 1903-09 compared with 1900-01 ; Increased Expenditure 

My Lord, the year about to close has been a famine year, and it 
is instructive to compare it with the year of the last great famine — 
1900-01, That famine was admittedly one of the severest, as it was 
the most extensive of any that have been known in India, and it cost 
over 4 millions in direct relief. This year’s famine, on the other hand, 
was confined mainly to the United Provinces and the cost of relief has 
been only a million The revenue under the principal heads for 
1900-01 was 43-6 millions ; that for the current year, in spite of the 
remissions of taxation granted in the interval, was over 49 millions. 
( The latter figure includes the revenue for Berar, which the fcvmer 
does not, but the former includes the proceeds of local rates, which are 
excluded from the lattor. ) In 1900-01, there was a saving in military 
charges owing to the absence of a portion of the troops in South 
Africa, against which may be set the windfall under Opium during the 
current year. Under Railways there was a small net revenue of 
about i million in 1900-01 as against the loss in this year’s Revised 
Estimates of a little under | million. The Government thus had in 
1900-01 a smaller revenue and had to incur a much larger expenditure 
on famine relief than during the current year, and yet in the former 
year they were able to show a surplus of 1*7 tuillions, whereas in the 
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latter they have a defioit of 3 millions, exclusive of the sura devoted to 
the redemption of railway capital. This shows the extent to which the 
ordinary expenditure of the country has grown diuring the le»t eight 
years. Of course a good part of this increased expenditure has been 
devoted to most worthy objects, such as extension of education, impro* 
vement of agriculture, police reform, grants to District Boards, grants 
for sanitation, and so forth. But there is also no doubt that a portion 
of the increase has been due to the fact that money was available and 
the need for economy was not obvious. The scales of pay, for instance, 
of the superior grades in most departments have been augmented 
during the last few years. And in this connection I cannot help 
recalling the vigorous language used by His Honour Sir Edward 
Baker^ two years ago in speaking of the pressure constantly brought 
to bear on the Finance Department in the matter. 

** I have now beea, ” said His Honour, '* oonneoted with the Finance Depart- 
ment of the Qovernment of India for five years continuously, and during that 
per odido not believe that a single day has passed on which I have not been called 
upon officially to assent to an increase of pay of some appointment or group of 
appointments, to the re-organisation of some Department or to an augmentation 
of their numbers. All experience proves that where revision is needed, either of 
strength or emoluments, the Local Governments and the Heads of Departments 
are only too ready in bringing it lorward* Nor are the members of the various 
services at all backward in urging their own claims. ** 

I am glad the Hon’ble Member proposes to enforce a policy of 
strict retrenchment in all directions. If he succeeds in doing so to any 
appreciable extent, the present deficit will have proved a blessing in 
disguise ! One feature of the present financial situation, to which 
attention may be drawn, is the greater extent of the reliance which is 
now placed on net railway revenue to meet the ordinary recurring 
expenditure of the country. Our railways, after causing a net loss to 
the country year after year for half a century, amounting in all to 
more than fifty crores, began to show a small profit nine years ago. 
And during the last four years, this prodt reached the high average of 
about three crores a year. Unfortunately they have failed us some- 
what suddenly this year, and I fear it will be necessary to regard this 
source of revenue with a certain amount of distrust in the future. 

Inquiry into High Prices Suggested 

My Lord, the Hon’ble Member has adopted, if I may presume to 
say so, an entirely wise course in budgeting for a position of equili- 
brium for next year in spite of the heavy defioit of the current year. 
We all hope with him that the next season will be a normal one and 


1. see foot-note on p. 51. 
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that the depression in trade will soon pass away. We hope also that 
no new clouds will gather on the horizoa There is no doubt that in 
ordinary oircumstanoes and in the absence of any special disturbing 
factors the financial position of the country is a strong one. And 
by this time next year, we shall be in a better position to judge whether 
the causes that have brought about the present disturbance are tempo* 
rary or will continue longer in operation. I must, however, confess, 
my Lord, that the continued prevalence of high prices in all parts of 
the country appears to me to be an element of considerable anxiety in 
the present situatioa Last year, in the course of the budget debate, I 
ventured to express my apprehensions on this subject, and further 
consideration has only strengthened those apprehensions. I think the 
quantitative theory of money holds good much more in the case of a 
backward country like India than in those of more advanced countries. 
V ariations in the prices of individual commodities may be due to 
variations in the demand for them or in their supply. But a more or 
less general rise of prices can only point to a disturbance of the 
currency. Such rise need not be uniform in the case of commodities, 
for, in the view which I am stating, prices are a function of three 
variables— currency, demand, and supply, and any general rise result- 
ing from a disturbance of the currency may be modified in particular 
cases by one or both of the other two factors. The whole question 
requires a close and immediate investigation by a competent body of 
men, and I sincerely trust the Government have made up their mind 
to direct such an enquiry. The experience we have had this year of the 
Gk)ld Standard Reserve must lead many of us to revise our ideas on 
that subject. The Government are being urged on all sides to build up 
a strong reserve, but we seem to stand in this matter on the horns of a 
dilemma If the mints continue idle, as at present, and no new rupees 
are coined, there will be no coinage profits and therefore* no additions 
to the Gold Standard Reserve. On the other hand, if new rupees are 
coined, they will, I fear, tend to raise prices still higher in the country* 
And this will discourage exports and stimulate imports, and will 
exercise an adverse influence on our balance of trade. It has been 
urged in defence of the heavy coinage of rupees in recent years that 
they were issued solely to meat the demands of trade. The course 
adopted does not, however, seem to be justified by the results. It is 
important to remember that the Fowler Committee^ had expressed itself 
strongly and clearly against such new coinage until a sufficient 
quantity of gold was in circulation in the country. 

1. The Committee with Sir Henry Fowler M Chairmen appointed hy the 
Secretary of State for India to inquire into the problem of Indian Cnrrency ( 1899 ). 
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* Th* OorarDmtiit ", they wrote, ’‘aboutd continue to give rupees for goid, bat 
fresh rupees should not bs coined until the proportion of gold in the currency is 
found to exceed the requirements of the public 

It seems to me that the only way now out of our diflSoulties is to 
follow the example of France and the United States, and while admit* 
tii^ the rupee to unlimited tender, stop the coinage of new rupees and 
coin gold pieces instead. Of course I express this opinion with great 
diflSdence, for there are serious considerations on the other side and the 
whole subject is enveloped in great obscurity. But I fear that the 
present half-way house will not do, and unless we place our currency 
on an automatic and self-adjusting basis, the clouds that are already 
overhead will thicken and not roll away. 

My Lord, I am sincerely pleased that as a result of this years 
denoit, the special military grant of two millions a year, which has 
been placed at the disposal of his Excellency the Commander-In-Chief 
for the last four years for his Re-organisation Scheme will be abolished 
from next year. The relief afforded by the abolition to the finances is 
no doubt more apparent that real, for already in its place there is a 
permanent increase of expenditure of IJ millions a year— £655,100 as 
the permanent charge left behind by His Excellency's completed 
special measures, and £813,300 for increased payments to the War 
OfiSoe and for increase of pay and allowances to Indian troops— with 
an indefinite liability to find, as before 1904, whatever extra sums the 
milit^ authorities may demand for ‘ indispensable ’ special measures. 
Still it is a matter for satisfaction that this fixed, heavy burden which 
we have borne for four years is for the present at any rate off our 
shoulders. It is somewhat disappointing that of the 8J millions spent 
out of the special grant since 1904, only about 3| millions have been 
expended on measures included in His Excellency’s original programme. 
It was expected that as a result of the completion of that programme 
there would ultimately be a saving in the military expenditure of the 
country. That expectation, I fear, will not now be realised, if only 
one-third of the scheme has so far been carried out. The increase, in 
the payment to the War Office, of £300,000 a year is regarded through- 
out the country as an unjust addition to our burdens and is deeply 
resented. It is understood that the Government of India protested 
strongly against this fresh imposition and the best thanks of the 
country are due to the Government for this. On the other hand the 
increase in the pay of Indian troops was quite necessary and has been 
received with sincere pleasure by all classes of the people. 

Misapplication of Surpluses to Railway Construction 

1 have several times expressed my views on Railway finance in 
this Council and I will therefore make only a passing reference to that 
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subject today. The Government propose to spend £10 millionis next 
year as Capital outlay on Bailways. Notwi&standlng what has 
happened this year, I trust our Bailways have now established their 
character as a commercial success. That being so, as a mere matter 
of finance— apart from questions such as the relative iinportanoe-of 
Bailways and Irrigation — there can be no objection to the Government 
spending whatever amount they think desirable on railway oonstruc« 
tion, provided they raise the whole of that amount strictly by borrow 
ing. This year's experience no doubt emphasises the need for caution 
even in railway construction out of borrowingfs, but I do not wish to, 
dwell on that aspect of the question. The Government, however, have 
not in the past been satisfied with merely devoting loan-funds to the 
building of railways. They have in addition drawn on every other 
available resource for the purpose, and thus, during the last few years, 
large surpluses, arising out of current revenues, which might have 
been devoted, with the utmost benefit to the people, to meeting non- 
recurring expenditure in connection with primary education, technical 
education, sanitation, and such other needs of the country, have been, 
swallowed up by this eternal, unending, insatiable railway construction I 
Year after year I have complained of this misapplication of our surpluses 
in this Council but without avail. Two years ago it did appear as 
though Sir Edward Baker might move a little from his position in the 
matter, but lasf year he decisively closed the discussion, so far as he 
was concerned, by declaring that ‘ the Hon’ble Member and the Govern^ 
ment are irreconcilably divided and can only agree to differ.’ My Lord, 
I mention these things in the hope that my contention might meet with 
a better reception at the hands of the new Finance Member. Our 
finance is the finance of a poor country, whose resources are small and 
whose needs in several directions are pressing and various. It is true 
that the application of a portion of our revenue to Bailwayconstruction 
leads to a corresponding reduction of our unproductive debt, but that 
should be no object with the Government, seeing what a mere trifle 
that debt is, being only about £37 millions sterling. The present year 
is a year of deficit, but the Hon’ble Member includes the small surplus, 
for which he budgets for next year, among the ways and means of 
meeting capital expenditure. This means that even if the expected 
surplus is not realised, the estimated amount will be devoted to railway 
construction out of cash balances. Again, as 1 have already pointed 
out, this year’s deficit includes a sum of | million under B^lway 
charges, which represents the portion of annuity payments devoted to 
the redemption of capital Thus our surpluses, whenever they are 
realised, are to go to railway construction, and in addition to that, a 
sum of I million a year out of current revenues is to be devoted to tbe. 

Q.-19 
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redemption of railway capital I My Lord, I protest respectfully but 
with all the emphasis at my command against this policy. It is, in the 
circumstances of India, unjust and unjustifiable, and even from 
the standpoint of sound financial administration, it is wholly 
unnecessary. 


General Sihiaiion in the Country 

My Lord, this is probably the le»t budget debate at which observa- 
tions of a general character, unconnected with questions of finance, 
will be permitted, and I would like to say a few words on the situation 
in the country generally before bringing my remarks to a close. The 
acute anxieties of the last year are now happily over, and the situation 
has undergone during the last three months a change so striking and 
decisive that it is almost difficult to recall the crisis through which we 
have passed. When the Council closed its last Calcutta session twelve 
months ago, there was in the air a feeling of vague uneasiness as at 
some impending disaster. And the country was soon startled and 
shocked by the appearance of anarchists on the scene. It is true their 
numbers were utterly insignificant, but the danger was that for a time 
at any rate the more reckless and irresponsible spirits in the country 
would think more of the daring of these misguided young men than of 
the wicked and detestable character of their outrages. With such a 
danger confronting them, the Government could not afford to sit idle 
(Hr lose tima But the drastic measures of repression which they found 
themselves driven to adopt, both to prevent the spread of general 
disorder and to strike at the root of political crime, deepened still 
further the gloom of the situation and added to the prevailing feeling 
of despair in the country. It was indeed a time of grave anxiety, for 
large numbers of young men were daily drifting away farther and 
farther from iheir allegiance to British rule, and the whole conception 
of one’s duty to the country was undergoing a rapid change in super- 
ficial minds. Happily, at this critical juncture, the courage and 
statesmanship of yoxir Lordship’s Government and of the Secretary of 
State came to our rescue, and the announcement of a large and generous 
scheme of reforms in December last at once acted like a charm, and 
ea^d the tension of the situation. And today the position, in spite of 
its undoubted difficulties, is actually clearer and stronger than it has 
been for many years past. A new hope is gladdening the hearts of the 
people, and though certain causes of soreness exist, the minds of the 
educated classes are steadily reverting to their old faith in the higher 
purpose and character of British rule. The appreciation ot the supreme 
importanoe of order for purposes of real progress is all the deeper and 
more distinct for having experienced the shock and horror of recent 
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outrages. And on every side tliere are indloations tiiat a period dt 
oloser and more cordial relations between the authorities and the people 
is about to begin. 

Release of Nine Bengali Deportees Urged 

My Lord, 1 have said that certain causes of soreness still exist. 
Of these one of the most serious is the deportation of nine Bengali 
gentlemen under the Regulation of 1818 in December last 1 have no 
wish to go on the present occasion into the general objection that may 
reasonably be urged against a resort to the extraordinary powers 
conferred by the Regulation. Those objections are well understood 
and there is no satisfactory answer to them. I feel bound, however, to 
say one thing. In the course of a recent debate in the House of 
Commons on the subject, the Under-Secretary of State for India stated 
that these nine men had been deported because it was believed that 
among them were ‘ some leading instigators of crima* It is true that 
Mr. Buchanan^ did not say that every one of the nine gentlemen was a 
leading instigator of crime. But as none of them was expressly 
excluded from the description and as all nine have been deported, the 
suspicion of being an instigator of crime must attach to each one of 
them. Now two of these nine men I know very well personally—Babu 
Krishna Kumar Mitter and Babu Aswini Kumar Dutt. They are 
undoubtedly pe];^ons of the highest character and deep piety, and it is 
incredible that either of them can have been even most remotely 
connected with crime. I recognise that, in times of grave emergency, 
the Government have to decide quickly and act promptly, taking all 
risks— even the risk of being in the wrong. But it is now more than 
three months since the deportations took place. The situation through* 
out the country is rapidly improving. May we not hope that the 
Government will now reconsider this matter and take* the earliest 
opportunity to restore these men to their homes ? It will be an act of 
bare justice to the individuals and will give great satisfaction through* 
out the country. 

The Proposed Reforms : Provision for Minorities* Represenfation. 

My Lord, certain provisions of the reform scheme have, as the 
Oounoil knows, evoked keen and even excited controversy. Of these, 
the greatest opposition has been naturally encountered by the proposal 
to appoint an Indian member to your Lordship’s Executive Council. 
The question, however. Is now laid at rest by the announcement made 
five days ago that His Majesty the King*Emporor has been pleaded to 


1. Rt. Hon. T. R. Buchanan, Under-Secrotary of State for Indldi 1908-09. 
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approve the appointment of Mr. S,P. Sinha^ to succeed Sir Erie Richalrds 
as Law Iifember of the Oouncil My Lord, the day when this announce- 
ment Was made will always be remembered as a red letter day in 
the history of British rule in India. A momentous step has been taken 
and a most signal vindication offered to the people of this country of 
the noble pledges contained in the late Queen’s gracious Proclamation. 
I ain Confident that the Government will have no cause to regret what 
they have done. The trust and courage which they have displayed 
will be repaid a hundredfold in the new ties of attachment and grati- 
tude which will bind the country to British rule, and the administration 
will be all the stronger for coming clospr to the hearts of the people. 

The opposition to Clause IQ of the new Reform Bill has come prin- 
cipally from certain retired administrators and civilians, whose connec- 
tion with In(Ba terminated some time ago and who have not been in 
touch with the rapid changes of thought and sentiment which have 
taken place in the country during the last three years. Now that the 
tension has relaxed, these gentlemen would evidently like to part with 
little real power as possible, and they have not hesitated to get the 
iclause rejected by the House of Lords in the face of the oinnion of the 
Government of India and the Secretary of State. Their action has 
caused deep and Widespread disappointment throughout the country, 
for there is no doubt that administration by a Council is a higher form 
of Government than a single man rule, and the proposed change is 
needed to meet satisfactorily the altered requirements of the situation. 
There is room yet for the hope that the clause will in the end be restored 
after all, and it will be worse than unfortunate if this hope is not 
realised, for that will mean that the proposed scheme of reform has 
-been put back in a most important particular. 

The thy:d question connected with the reforms, round which 
controversy has raged for some time, is that of Mahomedan 
representation. As this question is arousing a considerable amount 
of feeling in the country, 1 would like to state briefly my own 
view of the matter. That view is practically the same as that 
of .the Government of India, and 1 have embodied it in the note 
which I had the honour to submit to the Secretary of State last 
September on the subject of constitutional reforms. I think the 
most reasonable plan is first to throw open a substantial minimum 
of seats to election on a territorial basis, in which all qualified 
to vote should take part without distinction of race or creed And 

' '1, S. P,' Sm/ta ( afterwards Lord Sinba of Raipur) (1864-1928); the first 
ludiau Governor of aProviuce ; Under Secretary of State for India, 1919 ; President, 
Indian: Nanonal Congf ess, 1915. ... 
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then ^j^plementary elections should be held for minorities which 
numerically or otherwise are important enough to need special 
r^resentation, and these should be confined to members of the minorities 
only. What minorities in the different Provinces should have special 
representation and how many seats should be assigned to each mino- 
rity must depend upon the special circumstances of each Province. 
It will not do to be guided in the matter by a strict regard for numbers 
only ; for it may be necessary at times to give special representation 
to a minority so small as not to be entitled even to a single member on 
a strict numerical basis. This was practically the plan advocated by 
the Government of India in their despatch, as 1 understand it, and 
now that the idea of joint Electoral Colleges has been abandoned, 1 
earnestly trust that it will be carried out The great advantage of 
this plan is that it provides for composite action by all communities 
up to a certain point, and then it prevents injustice, in practical 
operation, to minorities by giving them special supplementary electo- 
rates of their own. My Lord, it has been urged by some of my 
countrymen that any special separate treatment of minorities militates 
against the idea of the union of all communities in public matters. 
Such union is no doubt the goal towards which we have to strive, but 
it cannot be denied that it does not exist in the country today, and 
it is no use proceeding as though it existed when in reality it does not. 
Not only this, but unless the feeling of soreness in the minds of mino- 
rities is removed by special separate supplementary treatment such as 
is proposed by the Government of India, the advance towards a real 
union will be retarded rather than promoted. One thing, however, 
must here be said. The idea of two watertight compartments for 
Hindus and Mahomedans separately will not promote the beat interests 
of the country, and moreover it is really not feasible. For there 
cannot be only two such compartments, unless all mihorities other 
than Mahomedan are to be joined to the Hindus, in which case the 
division will practically be Mahomedans and non-MeJiomedans. 
Further, where only one member is to be returned by a whole province, 
as in the case of landholders or the non-odicial members of some of 
the Provincial Councils, any division of those who are qualified to 
vote into two or more groups becomes impossible. The objection has 
been raised that, under the plan of the Government of India, members 
of minorities will vote in general election as also in their own supple- 
mentary election. But the matter must be looked at in a large way 
and in a practical spirit. The aim is not to secure a scientific accu- 
racy of method, but to obtain substantially just and satisfactory 
. results. Let it be remembered that a member . more or less for either 
the Hindus or the Mahomedans does not really much matter. The 
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ezistenos of the Qoyernment is not to depend upon the votes of non- 
offioial members, neither are its members to be drawn from those who 
are in a majority in the Councils. Let it also be remembered that the 
most important part of the proposed reform of Legislative Councils is 
the power that will be conferred on members to raise discussions on 
administrative questions in the Council, and for this purpose the 
exact proportion of members returned by any community is a matter 
of small importance. My Lord, 1 respectfully suggest that the Govern- 
ment should take an early opportunity to make a clear and firm 
declaration on this subject, calculated to allay apprehensions and give 
reasonable satisfaction to all parties. It is necessary that the new 
arrangements should be inaugurated with the utmost goodwill from all 
sections of the people. I earnestly appeal to my countrymen— both 
Hindu and Mahomedan — to exercise special mutual forbearance at 
this juncture and meet each other half way. We owe this to ourselves 
and to our country’s future ; we owe it also to those who are granting 
us these important measures of reform. 

A Personal Explanation : intrigue Against Mahomedans ” 

My Lord, in this connection, may I offer a word of personal 
explanation on this occasion ? I see from the papers that have arrived 
by the last English mail that the note on constitutional reforms, which 
I submitted to the Secretary of State in September last, and to which 
I have already referred here today, has coma in for a good deal of 
comment in England. Now, what I want to say about that note is this. 
There was nothing surreptitious or private about it. It was submitted 
by me to the Secretary of State for India in my capacity as a repre- 
sentative of the Bombay Presidency Association^, publicly deputed by 
that body to proceed to England and lay their views before the 
authorities there on the proposed reforms. The note was only a 
summary— with very slight modifications, suggested by the discusssions 
I had with a number of public men in England on the subject— of the 
views which the Association had already laid before the Government 
of India in an exhaustive memorial and before the Decentralisation 
Commission^ in another memorandum. On my return to India, I noticed 
attempts made in certain quarters to rouse Mahomedan feeling against 
the reform scheme, as outlined in Lord Morley’s despatch, by repre- 

1. A political association established in Bombay In 1885 **£or the promotion 
and advocacy of the public interests of this country.” 

2. Royal Commission appointed in 1907 with Mr. C. £. H. Hobhouse as 
Chairman to consider the problem of administrative and financial decentralisation 
between the Central and Provincial Governments and between Provincial Govern** 
mants and local bodies. 
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senting it as a result of Hindu intrigue in Londoa After a time my 
name was openly mentioned in that connectioa As the line I had 
taken on the Mahomedan question was practically the same as that of 
the Government of India, I thought — and several of my friends agreed 
with me in this view— that the best way to counteract this mischief, 
which threatened to grow quite serious, was to publish the views which 
I had laid before the Secretary of State. Before communicating the 
note to the Press, however, I sent a copy to Sir Herbert Risley*, request- 
ing him to include it, if i)ossible, among any fresh papers on reforms 
that the Government might issue— a request that he at once and very 
courteously complied with. I took this course because it was thought 
necessary in the best interests of our public life that no room should 
be left for the allegations of intrigue against Mahomedans, which were 
being openly and unscrupulously made. There was no thought of 
suggesting that it was the note that had influenced the Secretary of 
State in his decision, and no such suggestion has ever been made by 
me by word or by whisper. As regards the attacks made on the Indian 
Councils Bill by the opponents of that measure on the score of its 
supposed connection with my note, they are of course the usual 
amenities of party warfare in England. All the same, they are most 
unfair. Any one who reads the despatches carefully will see that 
nine-tenths of the scheme, even in its final form, is really the Govern- 
ment of India’s. And even in the few points in which the Secretary of 
State has gone beyond the Government of India’s proposals, he had 
strong support of an official character behind him — a support that was 
bound to be far more influential than a note containing merely the 
views of a public body in India. Thus we all know that in regard to 
the appointment of an Indian to the Viceroy’s Executive Council; had it 
not been for your Lordship’s strong personal interest in the matter, 
that reform would never have come. As regards Provincial Executive 
Councils, it is really the Decentralisation Commission that has pushed 
the question to the front. And in the remaining matters, it is known 
that the Secretary of State has acted on the recommendations of Lord 
MacDonnell and his colleagues on the Special Committee. It is true 
that some of the reforms, which Indian public men have from time to 
time been advocating, have found a place in the scheme finally ad(q)t- 
ed by Government. But that only shows that our proposals were not 
so very unreasonable after all, and that when they came to be officially 
examined in a serious spirit, they were found to be quite practicable. 

1. Sir Herbert Risley ( 1851-1911 ), Home Member, Government of India . 
Census Commissioner, 1899 ; Director of Ethnography, 1901 ; Member and Secretary, 
Police Commission, 1890 : author of ' Tribes and Castes of Bengal,’ * Anthropometric 
Data,' ‘ Ethnographical Glossary,' ' The People of India,' and other publications. 
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The fact is that the path of constitutional reform in India is really 
extremely narrow, and those who want to advance along that path 
have no choice but to have in view more or less the same stages and 
almost the same steps. To safeguard the essential elements of British 
supremacy, to associate the people of the country more largely with 
the administration of their affairs, and to do this cautiously, impartially 
and, at the same time, in accordance with ideas and aspirations which 
Western education has fostered in the land— these factors of the 
problem do not leave a wide margin for differences of opinion except 
in regard to minor details. Of course, those who do not want to advance 
do differ fundamentally from those who do; also among those who 
want to advance there may be differences of opinion as to how many 
steps may be taken at a time. But there is not much room for any 
striking originality or novelty of solution in determining the path. 
Moreover, the interests involved are too large and too serious to permit 
of the authorities going in search of originality for mere originality’s 
sake. 


Morley-Minio Reforms : A New and importanf Chapter 

These controversies, great and small, will however soon come to an 
end, and before long they will probably pass out of men’s minds. But 
the reforms that will be inaugurated will remain, and they will open a 
new and important chapter to the people of this country. As far as one 
may foresee, the chief characteristic of the next few years will be a 
greater consideration for public opinion on the part of the authorities, a 
larger realisation of the difficulties of the administration on the part of 
the people, and a closer co-operation between the two sides in promoting 
the moral and material interests of the country. It is idle to expect 
that, with the introduction of the reforms, all existing misunder. 
standings between the Government and the people will vanish ; and it 
will be even more idle to imagine that as time rolls on, no new occasions 
of friction will arise, or no fresh misunderstandings crop up. But 
there is no doubt that when the proposed reforms are completed, the 
administrative arrangements of the country will have been brought 
into reasonable harmony with the present requirements of the people ; 
and as regards the future, we must be content to let it take care of 
itself. I think it is safe to say that when, in later times, the eyes of 
my countrymen turn back to these days, they will see two figures 
standing apart from the rest. One will be your Excellency, and the other 
Lord Morley. My Lord, 1 am at a disadvantage in speaking of your 
Lordship in your presence; but the occasion is exceptional, and I trust 
the Council will forgive me for any apparent breach of propriety. The 
country owes a deep de bt of gratitude to y our Lordship, both p er sona lly 
and as <^e head of* the Government of India, for these reforms. You had 
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not been many monibs in the land, before you recognised frankly and 
IMiblioly that new aspirations were stirring in the hearts of the peoplei 
that they were part of a larger movement common to the whole Bast, and 
that it was necessary to satisfy them to a reasonable extent by giving the 
people a larger share in the administration of affairs. And throughout, 
your purpose in this matter has never wavered. Your Lordship started 
the first deliberations in your Council on the subject. The tentative 
proposals published in 1907, which had caused great dissatisfaction, 
wore revised and recast under your own direction, and nine4enths of 
the scheme in its final form is that of the Government of India. But 
this is not all. The throwing ^ open of your Executive Oouneil to 
Indians— which, in some respects, is the most notable part of the 
reforms — is principally your Lordship’s work. Serene^ clear-sightedt 
supremely modest, your Lordship has gone on with the work of reform 
with noble courage amidst extraordinary difficulties, and I am sure 
your greatest satisfaction will be that when you lay down the reins of 
office, you will leave to your successor a task far less anxious than the 
one you inherited. My Lord, among the many great men who have 
held office as Gk)vernor-General in this country, there are three names 
which the people cherish above all others — the names of Bentinck*, 
Canning^ and Ripon^ I venture to predict, both as a student of Indian 
history and as one who has taken some part, however humble, in the 
public life of the country for the last twenty years, that it is in the 
company of theile Viceroys that your Lordship’s name will go down to 
posterity in India. Of Lord Morley, I will say only this. It would 
have been a sad thing for humanity if bis tenure of office, as Secretary 
of State for India, had produced nothing more than deportations and 
Press laws. One, who luis taught so highly, and to whose name such 
great honour attaches even in distant lands, cannot afford to be * as 
other men are — a slave of routine and a victim of ciicumstance.* 
However, his great Liberalism has been amply and strikingly vindicated 
even in so difficult a position as that of the head of a vast bureau- 
cracy, and the temporary misunderstandings of friends and the 
unworthy taunts of opponents will not have been borne in vain, when 
the full results of the present measures of reform show themselves in 
this country. That passage in his speech in the House of Lords, 


1. Lord William Cavendish Bentinok (1774-1839), Governor of Madras, 
1803-07 ; Governor-General of Bengal* 1828-33 ; first Governor-General of Indiat 
1833-35 ; abolished Sati ; was an advocate of the admission of Indians to higher 
grades in the public service and emancipation of the Press for the purpose of creating 
and strengthening a healthy public opinion, 

2, see foot-note 2 on p. 18. 3. see foot-note 1 on p. 32* 

Q.-20 
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foieshadowlng Mr. Sinha’s appointment, with its phrase ‘ one of the 
King's equal subjects,’ has touched a chord in Indian hearts, which will 
keep vibrating for some time. It is a passage that will live in the 
history of this country— in any case it will remain engraved on the 
hearts of the people. My Lord, I sincerely believe that your Lcnrdship 
and Lord Morley have, between you, saved India from drifting toward 
what cannot be described by any other name than chaos. For, how* 
ever strong a Government may be, repression never can put down the 
aspirations of a people and never will 
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Changed Procedure For Financial Discuuions 


Under the Indian Councils Act, 1909 ( Marley-Minto Reforms ), and 
the rules made thereunder, it bedtime passible for members qf the Council 
to num resolvMom on the Financial StcUement, and the discussion of 
financial matters came thus from 1910 onwards to be spread over several 
separate issues instead of being confined, as HU then, to one day and to one 
“ budget speech ’’ by any individual member, in which he was at liberty to 
roam over the whole field of administralian. The rules provided that on a 
day to be appointed by the Oovernor-Qeneral, the Financial Statement 
( which meant the preliminary financial estimates for the ensuing financial 
year), udth an explanatory memorandum, should be present^ by the 
Finance Member. On a later day to be appointed by the Conemar- 
Oeneral, the First Stage cf the discussion of the Financial Statement was 
to take place. During this stage members could move resduHons, of which 
previous notice luyi been given, relating to any alteration in taxation, any 
new loan, or any additional grant to a Local Oovemment proposed or 
mentumed in the Financial Statement. 

After all the resduHons had been disposed of, the Second Stage qf the 
discussion was to begin. In this stage, discussion took place on each head 
of revenue and expenditure which the rules specified as being open to 
discussion. Members of the Executive Council introduced the several 
heads or groups of heads of which they were in charge, and then non-official 
members were at liberty to move any resduHons relating to the head or 
group of heads, of which notice had been given. 

LaMly, on or bqfore the S4th of March, the budget ( which meant 
the Financial Statement as finally se^ed by the Govemor-General-in- 
CouncU ) was to be presented by the Finance Member, who was to explain 
any changes made in the original figures qf the Financial Statement, No 
resduHons were per nutted at this last stage, and no vote was to be taken on 
the budget, but members were at liberty to qffer any general observations 
they liked on it. 


The rules also provided that resduHons should he in the form cf 
specific recommendations addressed to the Governcr-General-in-Coundl •, 
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that they should ncl ckdlenge the accuracy of the figures of the Financial 
Statement i that they should be directly rdemnt to some entry in the 
Financial Stalemnt ; and that the dacus^ion of a rmdulion should be 
limited to the subjed of the resolution, and should * not extend to any 
maUer as to wkidi d resdution may not be moved.’ The President could 
disallow any resoliUion withmt giving any reason except that in Ms opinion 
it could not be moved consistently with the public interest 

As resolutions on the Financial Statement, even if passed-, had no 
force exc^ as recommendations to the Government, bUls retaling to 
changes in taxation were introduced separately. Diseumms on such bills 
were, however, virtually, if not formally, discussions on the budget, 
Gokhale’s speeches on such bUls ( e. g. the Indian Tariff Amendment 
Bills, 1910 and 1911 ) have ther^ore been included in this Part, and 
given along with his Budget Speeches. 



INDIAN TARIFF ( AMENDMENT ) BILL, 1910 


[ On 4th March 1910, Lard Minto, the Viceroy, being in the Chair, 
Sir Ouy Fleetwood Wilson moved that the Report of the Select Committee 
on the Indian Tariff ( Amendment ) Bill be taken into consideration. 
The debate that folloioed was opened by Ookhale with the follmoing 
speech. ] 

« 

Additional Taxation in a Normal Year Criticised 

My Lord, before the Council proceeds to a consideration of the 
several amendments of which notice has been given, I would like to 
make a few observations on the general financial situation which, in 
the opinion of the HonTile the Finance Minister, has necessitated the 
imposition of fresh taxation. Hitherto fresh taxation has been 
associated in our minds with war or famine or a sudden increase in 
military charges or a falling exchange. This is the first time, so fax 
as I am aware, when it is proposed to levy additional taxation in a 
normal year, free from any specially disturbing factors. The Finance 
Minister has told us that Opium and East Bengal are responsible for 
the new burdens sought to be imposed upon the country. He expects 
the Opium revenue for next year to fall short of the amount realised 
during the current year by £872,000 or about a crore and thirty lakhs; 
and he is called upon in addition to find an extra quarter of a million, 
or thirty-eight lakhs, to relieve the embarrassment of the Oovernment 
of East Bengal and Assam. In the Finance Minister's opinion, there- 
fore, the principal share of the responsibility for the present difficulty 
falls on Opium. Now, my Lord, I think it is necessary to protest 
against this view. Even assuming that the estimate of Opium revenue 
for next year is not an underestimate, we still find that the net 
receipts budgeted for under Opium are niillions sterling which was 
precisely the amount of the net Opium revenue realised in 1907-08, 
when there was no deficit and when the policy of gradually extingui- 
shing the Opium revenue in ten years was laid down. In announcing 
that policy, His Honour Sir Edward Baker^, who was then Finance 
Minister, expressed himself as follows 

Twenty years ago or eren less, the prospect of losing a revenue of five and a 
half orores a year would have been a cause of very grave anxiety. Even now 
if the whole or a great part of the revenue should be struck off at a blow, tbe dis- 
location of our finanoes would be serious and might necessitate recourse to in- 
orease of taxation. But 1^ as we have a clear right to expect, the transition is 


1. see foot-note on p. 31, 
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effected with a due regard to our oonvenienoe and spread OTer a suitable term of 
years, the oonsequenoee may be fsoed, if not with eqnanlmity, at least without 
apprehension. 

And again 

The point which I wish to emphasise at present is that there is no needfo; 
despondency and that if all goes well, there is nothing worse to fear than the 
absorption for a few years of the means of affording farther relief to the tax* 
payer and of incurring useful expenditure for the development of the oountry. 

Sir Edward Baker was thus prepared three years ago to face the 
loss of a tenth part of the Opium revenue of 1907-08 every year with- 
out having recourse to extra taxation/! if the ciroumstanoes of the 
country continued normal. And the Government should have been 
prepared today to part with three-tenths of three and a half millions, 
that is, about a million sterling. Instead, however, of the net Opium 
revenue being only 2i millions sterling, the Hon’ble Member has 
actually budgeted for 3^ millions for next year, and yet he throws on 
Opium the main responsibility for his additional taxation I No, my 
Lord, if fresh taxation has really become necessary, which I for one 
venture to doubt, we must look for an explanation deeper. It is true 
that Eastern Bengal is now to have 38 lakhs a year more from the 
Imperial Government, which means that the partition of Bengal is 
now going to affect the whole country materially as it has already 
done politically. But as our normal growth of revenue is about a 
crore and twenty lakhs as once estimated by Sir Edward Baker, it is 
clear that the increeised allotment to Eastern Bengal and Assam need 
not by itself have led to extra taxation. To understand what has 
really brought about a deterioration in the financial position of the 
country, we must go back to the year 1907-08, and compare the figures 
of revenue and expenditure for that year with those in the budget 
proposals for next year. Taking both receipts and charges net, as 
given in statement E— and that is the best thing to do for purposes of 
a real comparison— I find that the total net receipts under major 
revenue heads for next year are estimated at 3 millions sterling more 
than for 1907-08— the Opium receipts being the same for both years, 
namely, 3g millions, but land revenue being two millions more for 
next year and there being a total increase of another million under 
other heads. I also find that as against this increase of three millions, 
there is a deterioration under Railways of over a million, an increase 
of no less than 1-91 millions under net charges of civil departments, 
nearly half a million under military services, and over half a million 
under Interest, Telegraph, Mint and other heads. To my mind, there- 
fore, it is clear that the main responsibility for our present difficulties 
rests on the shoulders of the civil departments and the Railway Board. 
My Lord, I cannot help saying that an increase of nearly 3 millions 
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sterling in the net charges of &e civil departments in three years is a 
phenomenal increase and needs explanation. 1 will not say that I am 
much surprised, foi during the last few years there was hardly ever a 
day when we did not hear of higher scales of pay being sanctioned for 
the superior officers of some civil department or other. The orations 
of the Bailway Board, too, which called forth a sharp remonstrance 
from His Honour the Lieutenant-Governor of Bengal last year, have 
had the inevitable effect of throwing on the resources of the Govern- 
ment a steadily increasing burden of working expenses. 

In addition to these two causes, 1 am of opinion that the 
prevalence of high prices in. the country is bound to affect the 
Exchequer adversely in two ways. First, the Government, as the 
largest purchaser in the country, has to pay more for its purchases, 
and secondly, the pressure of high prices on the resources of the 
people tends to diminish the revenue contributed by them to the 
Government under several heads. I think, my Lord, that all these 
questions need a careful investigation. I had hoped, from the observa- 
tions made by the Finance Minister in his Financial Statement last 
year, that he would not turn to fresh taxation until at least a policy 
of severe retrenchment had been carried out in all departments. 
It appears, however, from the present Financial Statement that 
the Honhle Member has almost g^ven up the unequal struggle. The 
forces that make for economy in this country are extremely weak, 
while those that make for continuous increases in expenditure in 
different departments are enormously strong, and one of the greatest 
needs of the country is to devise measures which will effectively 
safeguard the interests of economy. 

My Lord, the proposed enhancements of duty under the Tariff Bill 
are expected to bring in an extra million sterling or a crore and a half 
of rupees, half of which will be contributed by tobacco and liquors and 
the other half by silver and petroleum. Now, I strongly hold that 
there is really no need for this extra taxation. In the first place, if 
the circumstances of the country continue normal, the estimates for 
the next year framed by the Honhle Member will be found to be too 
cautious. Under Salt, for instance, I am confident that the increase 
will be considerably more than what has been budgeted for. Again, 
those who are well acquainted with the conditions of the Opium trade are 
clearly of qpinion— my Honhle friend Sir Sassoon David^ is a recognis- 
ed authority in regard to that trade and he strongly holds the view — 

1. Sir Sassoon David, head of Sassoon ]. David and Co., Bombaj, with 
branches at Hongkong, Shanghai and Kobe ; Chairman of the Bombay Mill-Owners* 
Association ; took leading part in establishing the Bank of India ; nominated to the 
Imperial Legislative . Council as an expert in commercial matters. . . 
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that in view of the special oircumstanoes of the Ohinese market, the 
rate of Ks. 1,750 per chest of opium which has been taken for next 
year is much too low and that Rs. 2,000 a chest will be a safe estimate. 
Lastly, 1 wish to draw the attention of the Oouncil to the fact that a 
sum of over three-fourths of a million sterling has been provided in the 
budget for the redemption of Railway debt out of revenue. My Lord, I 
consider that this is an amazing thing to do, absolutely unjust to the 
tax-payers, when the Finance Minister comes forward with proposals 
for extra taxation on the ground that the money that will otherwise be 
raised will be insufficient for current purposes. Railway debt is 
productive debt. Even now, in spite of the fact that the Railway 
Board has pushed up working expenses in all directions, the railways are 
more than paying the interest on their capital, and there is absolutely 
no need — think it is wholly unjustifiable — to devote a part of revenue 
to the reduction of productive debt. The three-fourths of a million, 
which represents the capital portion of railway annuities, should clearly 
come out of loan funds raised for the purpose, and not out of current 
revenue which is needed for so many pressing current purposes. Even 
jwBnTning that the Budget estimates are not framed too cautiously, and 
that the whole of the money proposed to be raised by the contemplated 
enhancements of duty under the Tariff Bill is really required, the 
transfer of the amount provided for the redemption of Railway capital 
from revenue to capital will enable the Government to dispense with 
the enhanced duties on silver and petroleum. * 

Strong Objection to Enhanced Duties on Petroleum end Silver 

My Lord, 1 have no objection to the proposed enhancement of 
tobacco and liquor duties if there must be extra taxation. In my 
opinion, however, spirits used in medicinal preparations should be 
exempted from duty. But I object most strongly to the proposed 
enhancement! on silver and petroleum. The duty on petroleum will 
necessarily hit the poorest classes in the country. Burma oil may get 
some advantEige under it, but I am afraid the price of even that oil will 
be raised, if not to the full extent of the new duty, at any rate by a 
large proportion of it. And as regards silver, 1 hope even the Finance 
Minister now sees that a great mistake has been committed in proposing 
the enhancement. It is bound to add seriously to the great difficulties 
through which the mill industry is at this time passii^. My Lord, the 
country had a right to expect that the Government would not show 
such disregard of the interests of its greatest industry after agriculture. 
The action of the Government, while injuring Indian exporters of yam, 
will benefit Chinese producers and thereby bring sensibly nearer the 
day when India will lose her yam market in China altogether. It has 
been claimed for the proposal of Government that It will appreciate the 
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silver trinkets of the mass of poor people throughout the country. The 
poor people will probably have no opportunity of testing that till a 
famine comes, when they might have to part with their trinkets. 
Meanwhile, in ordinary times they will find themselves adversely 
affected by the duty every day, as they will have now to pay a higher 
price for all fresh investments of their small savings in silver. My 
Lord, I strongly urge even at this last moment that the proposed 
enhancements of duty on petroleum and silver should be given up. If 
the Government insists on having the half million which they are 
expected to bring in, there are other ways far less objectionable of 
raising the amount. For instance, an enhanced import-duty on sugar 
will be greatly preferable to the enhanced duty on petroleum, and a 
small export duty on jute, of which we have a monopoly in the world* 
with a countervailing excise in India, if necessary, will bring in more 
revenue than the proposed duty on silver and will have much to 
recommend it. My Lord, I advocate an exportniuty on jute- on two 
grounds. In the first place, it is partly for meeting the increased cost 
of administration in Eastern Bengal that the new taxation is proposed. 
It is therefore only fair that Bengal, which already pays less than 
other provinces owing to her permanent settlement, should find the 
money by a tax on one of her great staples. Secondly, it is not just that* 
while the cotton industry of Bombay is already taxed, a further burden 
should again be laid on it, and the jute industry of Bengal should go 
altogether free. An export-duty on raw hides and skins which are 
being exported in enormous quantities may also bring a considerable 
revenue, and the same may be said of seeds. Or, if the Gk>vernment 
prefer it, they may raise ( and later lower ) according to their needs 
the whole of the customs duties taken together, treating them in India 
as they treat the income-tax in England. I think, my Lord, that that 
would be preferable to selecting a few commodities like silver and 
petroleum for heavy enhancement. 


n 

[ While the Indian Tariff ( AmendmetU ) Bill toas under considera- 
tion, clause by clause. Sir David Sassoon moved an amendment of which 
the dbjed was to do away with the proposed increase in the duty on silver, 
Gokhale supported the amendment. In doing so, he said : ] 

Enhanced Dufy on Silver Disapproved 

My Lord, I wish to say just a word in support of this amendment. 
My Honlile friend. Sir Sassoon David, who has moved this amendment, 
has been invited by Government to serve on this Council ais an expert- 
0.-81 
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in commercial matters, but I see that the Hon’ble Mr. Meston^ Is 
already inclined to regard him as an adviser of the market place. My 
Xiord, I do not oppose this taxation simply because it is additional 
taxation. As a matter of fact I should be prepared to support additional 
taxation for objects connected with the moral and material welfare of 
the people, but this is taxation merely for administrative purposes. 
However, 1 am not going to pursue that further because Mr. Meston 
has told us that the Finance Department knows better. In regard to 
that I will only say this, that 1 am content to wait. This is my ninth 
year in this Council — and sometimes I have waited for a whole year 
for my justification— and if things go Veil probably the actual figures 
next year will decide matters between the Hon’ble Member and myself. 
As regards the amendment, 1 only want to say one word about the 
injury which this proposal is bound to do to the mill industry in this 
country, i want to mention one or two points wliich have not been 
mentioned by previous speakers. My Lord, we are already gradually 
losing our yarn trade with China. The position is this : Today we 
export about half a million bales ; China produces about half a million 
bedes of her own and Japan sends nearly half the quantity of what we 
send there. Ten years ago Japan did not send a single bale. Another 
circumstance that 1 would like to mention is this that since 1899 when 
exchange was screwed up to la id. not a single spinning mill has been 
put up in Bombay. Not only this, but in 1901-02 about ^0 to 25 spinning 
Ttiillfl went into liquidation and several other spinning mills turned 
themselves into weaving mills ; while even during the last cycle of 
extraordinary prosperity not a single spinning mill was added. That 
is the position, and just now, when the industry is in a state of great 
distress, the Government are adding to its difficulties by imposing this 
burden. I do nut think the Government would do this in England. I 
do not wish to say anything more. 

( The amendment was rejected, 18 voting far and 39 against. ) 

in 

[ In the course of the df^ate, Gokhcde moved an amendment opposing 
the increase in the duty on petroleum. In doing so, he said : ] 

Proposed Increase in Dufy on Petroleum Opposed 

My Lord, the object of my amendment is to get rid of the proposed 
enhancement of duty on petroleum altogether. The Hon’ble Mr. Carlyle 
just now told us that sugar was a necessary of life, even to a greater 

1. Sir James ( later Baron J Meston^ i. c. s., (1865-1943), Finance Secretary, 
Gpvemineat of India, 1907; Lt.-Governor, U, P,, 1912-17; Finance Member, Govern, 
meot of India, 1918-19; President, Liberal Party organisation in U. K. (1936)i 
Cbairman, National Liberal Club, London, for many years, 
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extent than petroleum. Well, all 1 can say is that he was speaking of 
the poorer classes of some other country and not of India. I am sure 
that there are tens of thousands of cultivators who do not see sugaf 
from year’s end to year's end, whereas they cannot do Without petroleum. 
They must have a little light in their houses and petroleum has now 
come to take the place of the ordinary vegetable oils. However, 1 am 
not going to argue the question about sugar as the amendment relating 
to it has been rejected. I will only say one or two things about petroleum . 
Petroleum is recognised to be a necessary of life. The imports of duty- 
paying petroleum are vary considerable, and they have been steadily 
increasing. During the last tlvee years I find that the duty paid on 
petroleum has risen from 37 lakhs to 53 lakhs, or about 45 per cent. 
Burma oil cannot supply the needs of the people altogether, because its 
supply is not equal to the demand. I think therefore that this duty on 
petroleum will really fall upon the poorest classes of the community. As 
I said this morning, the price of Burma oil will go up, if not by the full 
amount of this duty, at least by something like it. 1 therefore propose that 
the amendment which I have moved should be accepted by the Council, 

[ Replying to the debate, Ookhale said : ] 

My Lord, I am reluctant to address the Council again at this 
late hour, but I am afraid I must not allow what the Hon’ble 
Member who has just spoken has said to pass without a reply. 
The first thing that I would like to say is this. I would invite 
the Hon’ble gentleman to accompany me to the part of the country 
from which I have come— the Deccan. 1 will take him from town to 
town, village to village, and will show him that there is not a single 
house which does not use petroleum. I will also show him thousands 
and thousands of poor raiyats who do not use sugar from year’s end to 
year’s end. That is my answer to the first point. Then, my Lord, he 
said that the incidence of this new enhanced duty would be about four 
annas per annum per family. .1 accept his calculation. To my mind 
four annas par family is a serious addition to the burdens of the 
poorest classes of this country. The Hon’ble Member says that the 
people have had a relief in the remissions of salt tax. The prices, 
however, hare gone up in every direction, and I am quite sure even four 
annas a year will make a considerable difference to poor people. 

As regards the question of excise in Burma, I did not refer to it as 
I had learned from my Hon’ble friend the Finance Minister that that 
question was under consideration. Moreover, my whole fear is that the « 
effect of this duty will be to inflate the profits of the producers in Burma. 

I understand that all Burma oil that can possibly come to Incfia finds a 
ready sale ; therefore it does not seem that any protection is necessary 
( The amendment was put and lost, 16 voting for and 41 against. ) 
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Financial Ditcttit'on, 19 10-1 Firct Slaie, 5th Match 1910. 

SURPLUSES AND SANITATION 


Gokhale mooed the following resolution : 

« 

That this CoQQoil raoommends that ths amount of the loan to be raised 
during the year 1910-11 should be £1,245,900 instead of £1,000,000 and that 
the sum of il245,900, which is the estimated surplus for the current year, 
should be allotted to the several Provincial Governments, to be expended by them 
in assisting local bodies to carry out projects of sanitary improvement. 

In doing so, he said : 

1 must first explain to the Oounoil what my object is in moving 
this resolution. It is true that the resolution comes before the Council 
in the shape of a proposal to raise the amount of the loan that the 
Government want for next year. As a matter of fact, however, it is 
not an essential part of my proposal at ail that the loan should be 
raised from 1 to li millions. Whether the loan for next year is 1 or 2 
millions or half a million is a matter of indifference ta me ; but I have 
had to put my motion in this form, because 1 do not want to disturb 
the provision made in the budget for capital expenditure and I do not 
want to disturb the cash balances that the Government expect to have 
for next year, after making this provision for capital expenditure. My 
real object is to secure the surplus of the year for expenditure in 
the promotion of sanitation throughout the country. What usually 
happens under the procedure adopted in connection with a surplus is 
this. The surplus forms part of the cash balances, and out of the cash 
balances a certain amount is devoted to capital expenditure, whenever 
this is practicable, and thus the surplus ultimately finds its way into 
capital expenditure. I want to withdraw the surplus for next year from 
being expended as capital expenditure, and 1 would like to have it 
placed at the disposal of Local Governments, in order that they might 
use it in assisting local bodies, especially municipalities, in carrying 
out projects of sanitary improvement. The whole of my resolution 
woomes to this, that 1 want this Council to recommend that all surpluses 
that are annually realised, whenever they are realised, should, instead 
of stoing into the cash balances, and from there going into the construe, 
tibn dt railways and indirectly to the redemption of unproductive 
debt, be placed at the disposal of Provincial Gtovernments and be 
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earmaiked to assist municipalities in the promotion of sanitatioa 
1 have urged this question again and again on the attention of the 
Council for the past six years. I first raised it in 1904, and I have 
continued to press it year by year. Two years ago the then Finance 
Member, Sir Edward Baker, gave us about 30 lakhs to be expended on 
sanitation by municipalities. That was a small response to the appeal 
that I made year after year, but, with that exception, my appeals have 
had no effect. 

Sanifary Projects vs. Redemption of Unproductive Debt 

Starting with the year 1898-1899, we find that we have had, 
during the ten years, ten consecutive surpluses amounting to 25 
millions sterling or 37 J crores. And the bulk of them have, under our 
system of accounts, gone first to Railway construction and from there 
to the reduction of our unproductive debt. Now, railway construction 
is a most desirable object, and so is also the reduction of the unpro- 
ductive debt. Ordinarily, there would be nothing to be said against it, 
but at present, when there are objects, far more pressing and far more 
important, which require money, I do not think the Government is 
justified in devoting such a large sum out of surplus revenues in the 
way they have done. If this sum of £25 millions sterling, or 37 J crores 
of rupees, or at any rate the bulk of it, had been devoted to sanitary 
projects throughout the country, what a difference it would have made 
in every direction ! I do not think I need say much about the needs 
of sanitation ; the raveiges of plague, malaria and other diseases in all 
directions and a death-rate already high and yet steadily rising — for 
1907-08 it was 37 per thousand as against 35 per thousand in the 
three previous years— all that shows that one of the greatest needs of 
the country today is improved sanitation. How is the, need to be 
satisfied 7 Our municipalities are admittedly very poor; their resources 
are small and they are already insufficient for their ordinary work. 
Sanitary projects are very costly ; expenditure on them has to be on a 
Western scale, whereas it has to be carried out in Eastern cities, 
which, as I have already said, are very poor. If municipalities are 
left to themselves to undertake sanitary works, the case is a hopeless 
one ; therefore Government must come to the rescue of the municipa- 
lities. The only way in which Government can do so is either by 
voting a large permanent annual grant, or by placing their surpluses 
at the disposal of Provincial Governments for assistance to local 
bodies in carrying out these necessary works. As regards a large 
permanent g(rant, I should be very glad to see it, but I foresee obvious 
difficulties in the way, especially in a year like this, when the Finance 
Minister has just carried through Bills imposing extra taxation ; it is 
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therefore hopeless to expect that Government will make a permanent 
addition to its recurring expenditure for the purpose of assisting 
municipalities in regard to sanitation. But there is an easier way of 
helping them, and it is far more effective, and it is a way that will 
meet the requirements of the situation. What I propose is this. When- 
ever a surplus is realised, instead of its being devoted to Railway 
construction or some such object, it should be placed automatically at 
the disposal of Local Governments. A surplus is so much excess 
revenue taken from the people by the Government over and above its 
requirements. Even the Finance Department, that knows so much 
more than its critics, cannot calculate tb a nicety how much money is 
required and how much will be raised in a given year. But when a 
surplus is realised, it is clear that the financial authorities have taken 
from the people more money than was required. Let this excess there- 
fore go back to the people in the form of expenditure on improved 
sanitation. I think this is an eminently just plea, and I think that it 
is also a plea whose force should be recognised in the interests of the 
masses of the people. 1 know what was often urged by the late 
Finance Member, Sir Edward Baker, that it is the practice in other 
countries to devote surpluses to the reduction of debt That is true, 
but I would remind the Council of what Sir Herbert Risley^ said when 
carrying tlurough his Press Bill the other day. He said ; “ Let India 
be guided by her own lights : she has her own problems, and must solve 
them in her own way.” "Where the debts are huge as in England and 
other European countries, every opportunity should be taken to reduce 
the debt by means of a Sinking Fund or in any other way that is 
practicable. In India the unproductive debt is a mere bagatelle ; it is 
a paltry sum of 40 millions— it should be remembered in this connec- 
tion that it is only the unproductive debt that matters. The reduction 
of the productive debt is not a matter of any importance, and should 
not be undertaken by Government out of the revenue of the country. 
The unproductive debt has got to be reduced, but as it is only about 40 
millions, its reduction is not a matter of such immediate or paramount 
importance as the promotion of sanitation throughout the country. 
Sir, I have not much more to say, I would only urge this in conclu- 
sion that if the whole of this surplus cannot be made available, I am 
quite willing to agree to half the surplus being placed at the disposal of 
Provincial Governments. All that I insist on is that a surplus should 
not be absorbed by Government in the way it does at present 


1. see foot-note on p. 151. 
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[ Replying that ensued, Qokhale made the foUowing 

speech. ] 

Mr, Vioe-Pr«^Styi, I would like to say a few words by way 
of reply to the observations that have fallen from some of the 
members before the Hon’ble the Finance Minister has the final word 
in regard to this resolution so far as this year is concerned. I will 
first take up what the Hon’ble Mr. Madge said on this subject. Mr. 
Madge’s difficulty is that I have proposed no principles on which the 
surpluses might be distributed by the Imperial Government among the 
Provincial Governments, if my resolution is accepted. Well, th^ 
answer to that is simple. The Government of India would have entire 
discretion in the matter just as they always have whenever they are 
distributing extra grants among Local Governments. Two years ago, 
when His Honour Sir Edward Baker placed 30 lakhs at the disposal of 
the Local Governments, he used his discretion in allotting the grants 
to the Provincial Governments. The same will happen if my resolu- 
tion is carried. 


As regards what the Hon'ble Mr. Slacks said, that only in a way 
confirms my principal complaint. Of this 30 lakhs that the Government 
of India then gave to Provincial Governments, Bengal got lakhs and 
I suppose the Bengal Government wanted to distribute this sum among 
the different municipalities, giving a small sum here, a small sum 
there, and a small sum to a third municipality, and they' wanted th^ 
municipalities to provide double that amount probably out of their own 
current resources in order to carry out some works of improvement. 
Now, I entirely object to this. What we need is large sanitary projects 
in important cities. But largo sanitary projects cost plenty of money. 
In Poona, for instance, we have been wanting drainage for a long time 
very badly. The estimates given by different engineers have been 45 
lakhs, 22 lakhs, and 16 lakhs the lowest, and so on. A single munici- 
pality, therefore, if it is to be effectively assisted, would absorb more 
than your 4| lakhs, but that would be a far more effective way of 
applying such grants. 

The HonUe Mr. Slacke : That is exactly what was done. 

Qokhale : But 4| lakhs cannot go any great length in a big town 
where you want, say, 25 lakhs. But that is not the whole of ray conten- 
tioa 1 hold that even this one-third and two-thirds distribution of expendi- 
ture is beyond the powers of our municipalities. 1 have already pointed 
out that our municipalities are very poor. What are the sources of their 
income, what is the property which they can tax ? House property 
they tax, but in most towns it is extremely poor property. They have 
a road-cess, a conservancy cess, and one or two other cesses, and they 
pn>bably have an octroi duty. What more is there in an ordinary city 
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to tax, so that a municipality can derive any jy||||||i ? In Poona, for 
instance, where 1 had the honour to be at the he|mHpQie municipality 
for five years, we were practically bankrupt all iwllme I was there. 
It was a time of plague, and every pie we could spare was used in 
connection with plague operations. The roads had to be neglected, and 
the schools were cut down. 

Well, I think that if these sanitary projects are to be carried out, 
the Grovernment must contribute much more than this one-third. In 
some cases Government may have to find the entire amount if these 
works are to be undertaken. This is a titiiation which must be under- 
stood clearly. The Government construct railways. Supi>ose some of 
the railways had been left to private enterprise in this country, where 
would our railways have been today ? Suppose large trunk roads had 
been left to District Boards, where would trunk roads have been today 7 

I do not think it will do for Government to say that this is a 
matter which concerns municipalities alone, and they must find the 
bulk of the money. Government may as well say that they do not care 
whether there is improved sanitation or not in the country. Another 
point I would like to submit in this connection is that the present distri- 
bution of resources between Government, Imperial and Provincial, on 
one side, and the local bodies on the other, is absolutely unfair to local 
bodies. If the local bodies had sources of revenue" placed at their 
disposal which could bring in some considerable revenue, then I could 
understand the Government throwing the responsibility of constructing 
sanitary works on these local bodies, but in the struggle that they have 
to carry on to merely maintain themselves, it is almost cruel to expect 
these municipalities to find money for these vast undertakings. 

1 will now come to what the Hon’ble Mr. Meston said in reply to 
my resolution. The Hon’ble Mr. Meston's altitude is the old orthodox 
attitude of the Finance Department towards this question. I cannot 
hope to succeed where so great and powerful a member of the Govern- 
ment, as our late Commander-in Chief, Lord Kitchener, failed, because 
I understand that he often and very vigorously maintained the view 
which I have urged in this Council year after year. However, I mean 
to persevere. There were certain things which the Hon’ble Mr. Meston 
said which, if ho will pardon ray saying so, appeared to me to be 
somewhat curious. For instance, he said that if my resolution was 
accepted the unproductive debt of the country would be increased, and 
then the credit of the Government of which I have spoken would be 
affected. I do not know how the debt of the Government is going to 
increase if my resolution is accepted. I do not propose you should 
borrow, if you wish to help municipalities. Your ixnproductive debt is 
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only about 40 millions today. Sorely, if you do not borrow more I 
cannot see how it is going to increase. It could not, of course, diminish 
unless you devoted a portion of your surplus towards a further reduo> 
tion, but certainly it could not increase. 

Genesis of the Famine Insurance Fund 

It is true you may have to borrow during famine times. That is 
another question; that has a history of its own, and you have to go 
back thirty years to understand that history. When the big famine of 
1876-1878 occurred in this country, the Government estimated that on 
an average, in about ten years; from 10 to 15 crores were needed for 
actual famine relief and for avoiding the loss which occurred to Govern- 
ment in connection with revenue and so forth ; and they therefore in 
the year 1879, when Sir John Strachey^ was Finance Minister, imposed 
extra taxation to provide this fifteen crores in ten years’ time — the 
amountthattheyexpectedtobelostby the State by direct famine losses 
and losses in connection with revenue. That taxation is part of the general 
taxes of the country. It has been added to since then ; it has not been 
taken away, and so there you will find the provision for preventing the 
growth of debt owing to famines. There is the standing provision out 
of the revenues of the country of half a million ; in this year’s budget, 
you will find there is this provision of a million sterling a year, half of 
which is ordinarjjy devoted to the reduction of debt in order that, when 
famine times come, the Government should, if necessary, be able to 
borrow and yet the debt may not be increased. 

Then the Hon’ble Member stated that the surpluses of which I 
have spoken had come from the earnings of railways ; they were 
profits from railways. Now, I have not got the exact figures before me 
and 1 am speaking only from memory, but I am sure the Hon’ble 
Member is wrong. The profits from railways have not come to 25 
millions in the last ten years, or even half that amount. I think the 
highest profit from railways was in 1906-07 — the last but one year of 
Sir Edward Baker’s tenure as Finance Minister— and it was then I 
think 2 1 millions. The next year it weis millions or thereabouts. The 
total profits from railways during the last few years when railways 
have been paying, have not, I think, been more than 7 or 8 millions 
altogether; in any case, I am quite confident, they have never been 
anywhere near 25 millions. Moreover, if you are going to point your 


1. Sir John Strachey (1823-1907), Finance Member, Government of India. 
1876-80; Lt.-Governor, North-West Provinces, 1874-76; ofiSciated as Chief Cemmis. 
sioner of Oudh, 1866-67 and acted as Viceroy and Governor-General for a fortnight 
in February 1872. 

0.-82 
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fingar to the pro6ts from railways, 1 would ask you to remember that 
railways have cost us, ever since they were first built, I think 53 or 54 
crores, not less, during the time that railways were a losing concern 
and not a paying concern. Therefore, if you are making any small 
profits now, those profits, I venture to say, should go to repay the 
country for the losses that the country had to bear on account of 
railways out of current revenues for 40 to 50 years. 

The last thing is about the duty of local bodies. 1 say. Sir, that if 
this is the view that the Government are going to take, that sanitation is 
the business of local bodies and that they must help themselves as well as 
they can, all I can say is that this is not a view which should commend 
itself to this Council. The Government has introduced higher standards 
of administration in this country, and it behoves Government to see 
that in sanitation also things which can be done only with substantial 
assistance from Government are done rather than left undone. There 
are two policies, so to say, before us. On the one side you have more 
and more expenditure on the Array, a top-heavy civil administration, 
and greater and greater expenditure on railways. That is one direction. 
The other direction is more education, more sanitation, money for the 
relief of agricultural indebtedness, and similar objects concerning the 
moral and material well-being of the masses. Hitherto the first policy 
has been on the whole predominant. When 1 say that, 1 do not 
mean that the second has been neglected altogether. 1 do not mean 
that at aE But there is no doubt that far more money has been and 
is being spent on the first, whereas the second has been and is being 
comparatively starved; and 1 urge that the relative claims of the two 
on the resources of the country should now be reversed. 

( The resolution was rejected, 15 voting /or and 39 against . ) 
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REDUCTION OR AVOIDANCE OF DEBT 


[ Moving his readtdion on the above subject, Ookhale said : ] 

Sir, my resolution reads as follows : 

That this Council recommends that the annual allotment of half a million 
sterling under Famine Belief and Insurance to Reduction or Avoidance of Debt 
should cow be abolished. « 

I would like at the outset to make a slight alteration in the 
wording of the resolution. 1 would say : ‘ that this Council recommends 
that the annual allotment, which for the next year is half a million 
sterling, under Famine Belief and Insurance to Reduction or Avoid* 
ance of Debt, should now he abolished. ’ 

I make this alteration because though in ordinary times when 
there is no expenditure on Famine Belief one might expect this allot* 
ment to be half a million— in practice it has not always been half a 
million ; therefore in order to be strictly accurate 1 should like to alter 
the wording as proposed. 

The Council no doubt is aware that there is a head of expenditure 
in our accounts known as Famine Belief and Insurance. The total 
charge under this head is one million sterling and is divided into three 
sub-heads. One is actual famine relief ; the second is expenditure out 
of revenue on protective works, being both railway and irrigation, but 
now for all practical purposes irrigation ; and the third, the sum 
allotted for the reduction or avoidance of debt. I understand there is 
a limit as regards protective works, not more than half being devoted 
to protective works. Therefore when there is no actual expenditure 
on famine relief, the other half goes, or can go, to reduction or 
avoidance of debt. 

History of the Famine Insurance Fund 

Bow, Sir, 1 want to invite the attention of the Ckmncil briefly to the 
history of this Famine Insurance Qrant, and I shall state it in as few 
words as possible. This grant, or fund as it was called at the beginning, 
was created thirty years ago on account of vary serious expenditure 
which Oovernment at that time had to incur in connection with the relief 
of two famines. The Government of Lord Lytton^ in 1878-79 found that 


1. Lord Lytton ( 1831-1891 ), Viceroy of India, 1876-80 ; Ambassador at Paris, 
1887 ; author of some books written under the pseudonym Owen Meredith. ” 
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ths Government of India had to spend about seventeen crores of rupees 
in connection with the famine in Bengal and the North-Western Pro- 
vinces in 1874 and the bigger famine which ravaged the Western and 
Southern Presidencies later on from 1876 to the beginning of 1878. The 
total expenditure in connection with famine relief and loss of revenue in 
the years was about sixteen or seventeen crores, and the Government 
decided that they should levy extra taxation in order to provide in the 
course of ten years a sum of fifteen crores of rupees. It was calculated 
that ordinarily two famines might be expected in ten years, and a sum 
of one million sterling under the three heads which I have just mention- 
ed was provided and earmarked for, famine purposes. Immediately 
afterwards a question arose as to how this money was to be disposed of. 
In 1879 a Parliamentary Committee was appointed, presided over by 
Lord George namilton\ to enquire into the question of public works, and 
this Committee laid down how the Famine Insurance Fund should then 
be spent. I think perhaps the best way in which 1 could state to the 
Council the objects of that Famine Insurance Grant would be to quote 
an extract from the report of that Parliamentary Committee. This was 
what Lord George Hamilton and his colleagues said : 

During the finanoial years 1877-78-79 additional taxation was imposed in 
India in order to establish an annual Famine Insuranoe Fund of a orore and a half 
( in the ourrenoy of that time a million and a half ) . That amount was fixed with 
reference to famine expenditure which during the last six years amounted to the 
enormous sum, exclusive of the loss of revenue, of fourteen orcyres of rupees and of 
w hioh a large proportion had been met by borrowing. The object of this Famine 
Insuranoe Fund was, by increasing the revenue, to avoid constant additions to the 
debt of India which the prevention of periodical famines would entail by either 
applying that increase of income to works likely to avert famine and thus obviate 
famine expenditure, or by reducing annually the debt contracted for famine^ so 
that if famine expenditure should again become inevitable the reduction of debt 
made in years of prosperity would compensate for the liabilities incurred during 
scarcity. This increase of taxation was sanctioned by the Secretary of State in 
Council on this understanding. 

The understanding, therefore, was that the grant was to be devoted, 
first to preventing additions to the debt of the country, and secondly, 
for promoting protective works which would mitigate the rigours of 
famine. Now the history of this fund or grant is a somewhat chequer- 
ed one. Immediately after it was instituted, owing to financial 
difficulties connected with the Afghan War, the fund had to be 
diverted to other purposes. During the five years of Lord Ripon’s^ 
Viceroyalty the Fund was spent on the purposes for which it was 
instituted, but again in Lord DufferinV time there was a diversion. 
There was then very considerable criticism in the House of Commons, 


1. see loot-note 2 on p. 6. 

3, see foot-^note 3 on p« 14, 


2. see foot-note 1 on p. 32. 
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and ultimately the Government restored this Famine Insurance Fund, 
hut during Sir James Westland’s^ time it was never fully a crore and 
a half for several years, but only one orore, and he justified that 
reduction by saying that there was an improvement in the condition 
of the country and in the capacity of the people to resist famine. 
However, in Lord Curzon’s^ time the full orore and a half was restored. 

This period of thirty years during which the famine grant has 
been devoted to the piirposes mentioned may roughly be divided into 
two equal parts — from 1881 to 1895*1896 and from 1895 up to the 
present time. The first period was practically free from famine. There 
were no doubt scarcities here 'and there and even small famines, but 
there was nothing serious, and 1 therefore omit the whole of that period 
as not being altogether too favourable for the purposes of my {argument. 

Use of Surpluses for Railway Consfrucfion Opposed 

Taking the second period, 1895 up to the present time, there were 
two of the greatest famines of the century which ravaged the greater 
put of the country, besides two or three smaller famines. Therefore it 
could not be said that this period was free from famine conditions, and 
yet what do we find ? The unproductive debt of the country, which 
alone has to be taken into consideration in connection with this matter, 
was 70 millions at the beginning of this period. At the close of this 
period that debt was only 40 millions. Therefore this unproductive 
debt or ordinary debt, instead of being added to, was actually reduced 
from 70 millions to 40 millions. Out of this the portion of the Famine 
Belief Grant devoted to reduction comes to 4| millions or 4| millions. 
The rest was due to the surpluses having been devoted to railway 
construction and through that to reduction of debt. My point there- 
fore now is, if in the absence of this grant the unproductive debt 
had had to be added to, then this expenditure out of revenue in reducing 
the debt would have been justified and this sum would have been 
properly devoted according to the original intention to preventing 
additions to the debt of the country. But as the debt was largely 
reduced independently of the grant, I think it was unnecessary that this 
grant of 4^ millions should have been devoted further to the reduction 
of the debt. And I say this sum might have been spent usefully in 
other directions. 

I want the Council to realise this, that there is a difference bet- 
ween what Lord George Hamilton’s Committee Udd down as the object 
of this grant in relation to the debt, and the present practice of Govern- 
ment. It is true that Government devote this to the reduction of debt. 


1, see ioot.note 2 on p. 56, 


2. nee foot-note on p. 97, 
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but they devote it to the reduction of debt by increasing the amount 
available for productive purposes and principally railway construction. 
Therefore this sum taken out of revenue, which is intended to mitigate 
the rigours of famine and which is also intended to.enable the Govern' 
ment to borrow in times of famine, is being ordinarily devoted to 
increase the resources of Government for capital outlay on railway 
constructioa Now, Sir, I have been contending again and again in 
the Council that as our railways earn a very fair rate of interest, and 
as the credit of Government is excellent, the Government should confine 
theoutlayonrailway construction only to such sums as can be raised in 
the market out of borrowings ; and any sums available out of current 
revenues should be used for other more pressing objects. I would therefore 
suggest that this grant of half a million or under should no more be devot- 
ed to the reduction of debt, because the debt is already very small and 1 
do not think its reduction is of paramount importance. On the other hand, 
if the same sum was made available for agricultural education, for the 
organization of rural credit and other meeisures connected with the 
material improvement of the peasantry, that would benefit the peasantry 
far more than the present practice of Government and would enable 
the peasantry to resist the onslaught of famine better than the course 
which the Government adopts. I am quite sure the Finance Member 
will tell us that I am attacking the principle of the Sinking Fund. No 
doubt I am. 1 go further and say that in the present state you do not 
want a Sinking Fund. India must deal with her own problems in her 
own way, and in India, as 1 said the other day, the unproductive debt 
is a mere bagatelle — only 40 millions. Where the unproductive debt 
is huge, as in England, a Sinking Fund is an absohite necessity; but 
where it is small and where we want money urgently for other pur- 
poses, I think the Sinking Fund is an absurdity. I therefore move 
that the grant of half a million for next year under Famine Belief and 
Insurance to reduction or avoidance of debt should now be abolished. 

[ The Finance Member, Sir Ouy Fleetwood Wilson, in replying to 
dokhale, said that if the accounts of the Fund were to be made up since 
its instittUion, it would be found that after debiting all the expenditure on 
protective works, the balance at the credit of the Fund would be about 5 } 
millions, and this was not excessive, considering that the deficit in a single 
bad year, 190H-09, was millions. Replying to the Finance Member, 
Qokhale said ; ] 

1 should like to say just a word by way of r^ly to what has fallen 
from the Hon’ble Member. He himself has given us the figures as to 
how the Fund stands from 1878 up to now. After meeting all expendi- 
ture under Famine Belief and Insurance there is still to the credit side a 
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sum of 3| millionB. It should be remembered however that Government 
have had to incur very heavy expenditure during the last twelve 
years on famine and scarcities, and if after meeting all that expendi- 
ture out of that grant a balance remains, surely it follows that the 
whole of this sum is really not necessary to be set apart as a famine 
grant. However I really do not wish to pursue the point any further. 
I think even if Government devoted the whole of this money to 
protective works it would be preferable to the present practice. Under 
the existing practice the money does not go to protective works which 
are needed but to productive works which should be constructed out of 
capital. 1 note that the Honl>le Member is not unwilling to see a 
larger portion of the famine grant devoted to protective works, and 1 
shall be glad if ho can obtain the Secretary of State’s sanction to that 
course. 

( The resolution was put and rejected. ) 


Financial DiaouBsion, 1910-11, Second Stage, 9th March 1910. 

CONTRACT AGENCY FOR IRRIGATION 


[ In the course of the discussion on the Financial Statement, the 
Hon'ble Mr., Dadabhoy^ moved : 

That this CouQoil recommends to the Oovernor-Oeneral in Council that the 
Imperial Grant for expenditure on Irrigation ProduotiYe Works during the 
next year be iooreased to 220 lakhs of rupees and that the extra money 
required be made up by a proportionate ourtailment of the Capital Expenditure 
on Railways. 

Mr. Dadabhoy said that if the paucity of staff was the. difficulty, the 
projects might be carried out through large contractors instead of through 
departmental agency. 

Replying to Mr. Dadabhoy^ the Honble Mr, Jacdfl said that the 
Government was going to spend as much as Rs. 240 lakhs on Irriga- 
tion during the next year. He also pointed out that the agency of 
large contractors for irrigation work had been found too expensive. 
Participating in the Debate, Gokhale said : ] 

Sir, I am sure the Council has listened with great interest and with 
sincere pleasure to the statement which the Hon'ble Mr. Jacob has 


1. Sir Manekji Dadabhoy, Government Advocate, Nagpur, 1891 ; President, 
Provincial Industrial Conference, 1907 ; some time Dewao, Deor State ; Member 
and President, Council of State, for many years. 

2. Secretary, Government of India ( P. W. D. ) and member, Imperial Legisla- 
tive Council, at the time. 
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just now made in reply to Mr. Dadabhoy’s speech. He certainly has 
thrown a good deal of light on points which required explanation 
There are, however, one or two things which still puzzle me, and I 
would like therefore to ask for a little further explanation. 

In the first place, as regards the question of contract agency. It 
is quite true, as the Hon’ble Member has said, that contract work may 
prove more costly, but, on the other hand, the construction oE irrigation 
works would be more rapid under that system. As a matter of fact, I 
have read of large irrigation works being constructed mainly by 
contract agency in Egypt during Lord Cromer’s^ time, and I do not 
know why, if the thing was found practicable there, it should not be 
found equally practicable here. I recognise that probably it will cost 
more, but there is a margin for additional expenditure because we find 
that the net return for irrigation works, especially major irrigation 
works — these are the figures for 1907-1908 — the net return for irrigation 
works is about 7-1 as against under 6 per cent, for Railways, There- 
fore, even if the cost is a little more, the return would not still be less 
than what you have for railways. There is no doubt that in the past 
Irrigation and Railways have been treated rather differently. I have 
got figures here which show that in 1883, 30 per cent, of the total 
expenditure on public works was on irrigation. I find that by that year 
about 23 crores had been spent on Irrigation by the State as against 54 
crores on Railway. At the present moment only 15 per 6ent, of the total 
outlay is on Irrigation, that is, the proportion has dropped from 30 to 
15. The Hon’ble the Maharaja of Burdwan^ wanted specific schemes 
to be laid before this Council. I think Mr. Dadabhoy might well refer 
the Maharaja to the Irrigation Commission’s^ Report. There the Com- 
mission have recommended schemes costing about 44 crores of rupees, 
and they have asked that the schemes should be spread over twenty 
years, because as things are going at present, the works being con- 
structed by departmental agency, they saw no prospect of their being 
constructed sooner. But surely when there are all these works men- 
tioned there, there should be no difficulty as to what projects might be 
taken in hand. I really think that though the Commission have 
recommended 220 lakhs on an average, still if the system of construct- 


1. see foot-note 2 on p. 14. 

2. Sir Vijay Chand Mahtah, Maharajadhiraj of Burdwan, Member, Imperial 
Legislative Council, 1909-12 ; Member, Bengal Legislative Council, 1907-18 ; 
Member, Bengal Executive Council, 1919-21 ; Member, Indian Reforms Inquiry 
Committee, 1924; helped save the life of Sir Andrew Fraser, Lt,-Governor of Bengal^ 
by standing between him and the assassin. 

3. see foot-note on p. 05. 
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ing works by contract agency were introduced by Government, the 
Government might be able to increase the grant for .irrigation. This 
disproportion between the expenditure on Railways and Irrigation is 
just now very considerable. \ 

( The resolution was withdrawn. ) 


Financial Diseuacion, 1910-11, Second Stage, 9th March, 1910. 

REDUCTION IN TELEGRAPHS EXPENDITURE 


I Qokhale moved the following resolution : 

That this Ccunoil recommends that the provision for expenditure on Tele- 
graphs for next year should he reduced by £20,000. 

In moving the resolution, Qokhale. said : ] 

Sir, my object in moving this resolution is only to ask for 
information and not to offer any criticism. I would like to know what 
has been the hnanoial effect of the changes that were CEuried out in the 
Telegraph Department last year. We were told then that those changes 
would result in a considerable saving. As a matter of fact their 
immediate effect has been the very reverse, as I find from the figures 
which have been supplied to us by the Finance Department. Whereas 
in 1906-07 there was a net excess of receipts over expenditure of 30 
lakhs excluding the capital outlay on telegraph wires, for the current 
year such excess is only three-quarters of a lakh, and for next year it 
is going to be only one lakh. The immediate effect therefore has been 
the very reverse of what we were led to expect. I quite recognise how- 
ever that the changes that were carried out last year must take some 
time before they produce their full and real effect. Also it must be 
remembered that a revision of salaries of the establishment that has 
been carried out recently in all grades must be responsible for a consi- ' 
derable part of this increase. I would like to know how much such 
revision has cost. 1 would also like to point out that the practice of 
spending a considerable amount out of Telegraph revenue as capital 
outlay on wires seems to be open to criticism, because it handicaps 
the department in making improvements, and it also handicaps the 
department in giving the public the benefit of growth of revenue. 
Moreover, I find that there is no fixed principle which regulates this 
capital outlay on telegraph wires. The capital outlay has risen during 
the last six or seven years, though during the last two years it has been 
reduced. On this point 1 would like to make one suggestion, and that is, ' 
idiat this capital outlay should be limited to the aotutd exo^ of 
revenue over expenditure. That would s»ve the department firom 
throwing an unfair burden on the ordinary resources of the ootthtry, -- 
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Complahits about Working of Telegraph Department 

Then, Sir, I would like to draw the attention of this Council very 
briefly to two complaints of which we heard so much last year. One 
was about the insufficiency of address : that has been more or less 
remedied, but I fear it has not been wholly remedied. The second one 
is still there, and that is the extra full charge that is made for 
redirecting a message ; and this operates sometimes very harshly. I hope 
the department will see its way to set that right. I do not think the old 
practice was so very expensive. If there is a redirection to be made, the 
department should do it, as it used to do it, without any extra charge, 

I 

Re*introduction of Four- Anna Telegram Suggested 

There is one more thing which I would like to urge and then I will 
conclude. I think it would be desirable if the department could revert 
to the four-anna telegram. I know the analogy of the English tele- 
gram of six-pence was principally responsible for the six-anna telegram. 
But in England six-pence is a small handy silver coin, and in India the 
coin corresponding to that is our four-anna bit. The six-anna telegram 
£^[)pears to be a little more costly than it should be. Of course I recog- 
nise that when we exceed 12 words, for every subsequent word the 
charge is less than what it used to be before, if the department could 
see its way to provide for a four-anna telegram of, say, 8 words, 1 do 
not think that will cause any loss of revenue, i understand the six- 
anna telegram has not been much of a success, whereas the four-anna 
telegram was, and will be again. This is all that I wanted to say. 

( After the Hon’ble Mr. Robertson’s^ reply, Gokhale withdrew the 
resolution. ) 


Financial DUciMjaion, Second SlagCf 9th March 1910, 

STATIONERY AND PRINTING 


j Moving his resolution^ Qokhale said : ] 

I beg to move the following resolution : 

That this Council recommends that the provision for expenditure on 
Stationery and Printing for next year should be reduced by two lakhs of rupees. 

I really do not know that it was necessary for me to move 
this resolution after the remarks that were made by the Hon’ble 

1. President, Assam labour Commission, 1906; Secretary, Commerce Depart- 
ment, Government of Indiai 1907 ; later Chief Commissioner of C. P.; was deputed 
to South Africa to represent the views of the Government of India before th^ 
SolOQSOn Commission appointed to inquire into Indian grievances (1914 ). 
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Mr. Robertson^ when he inkodaoed these heads. He has practically 
admitted the correctness of all the contentions which 1 wanted to 
submit to the Council, and therefore I really have not much more to 
say. Since, however, 1 have moved this resolution, I may as well 
mention one or two facts. Taking the Imperial section of expenditure 
for the last five years, we find that the increase has been from under 15 
lakhs to over 20 lakhs. That means an increase of 25 per cent, in five 
years. This is really a very large increase. Again this morning I 
consulted the figures for the last twelve years and I find — the figures 
of the Imperial section alone were not available to me — the cost of 
stationery and printing of the w^ole country during the last twelve 
years has risen from under half a million to over three-quarters of a 
million sterling, which means an increase of more than 60 per cent, in 
twelve years. Now, Sir, we were all told that during Lord Curson’s 
time there was a great reduction in correspondence and report-writing: 
One would have therefore expected that that reduction would have 
resulted in a reduction in the cost of printing and stationery. As a 
matter of fact, however, we find that this cost is going up by leaps and 
bounds. However, it is satisfactory to note that the matter has already 
attracted the attention of Government and that steps are being taken 
to bring about a reduction in these charges. 

( The resolution was withdrawn. ) 


Financial DUeuBBton, 1910-11, Second Sia^B, 9th March 1910 


RAILWAY FINANCE 


[ Qolchale moved for a reduction bij om crare of rupees in the working 
expenses under Railways, He said : ] » 

Sir, I beg to move 

That this Counoil reoommends that tho provision for the working eipenaei 
of State Railways for the nezt year should be reduced by one crore of mpeese 

Sir^ I wish it had been possible for me to aot on the suggestion 
which was just now thrown out by the Hon’ble Sir T. R. Wynne*, 
namely, that I should withdraw this resolution as I have done in the 
case of the two preceding ones. Unfortunately, I am unable to do so. 
Indeed, so far from withdrawing it, I fear 1 shall have to ask the 
Oounoil to divide on it. 


1. In the coarse of his remarks in introducing the head, Mr. Robertson, referring 
apecihcally to Gokbale's resolution, bad said that Government was doing its best to 
rednca the expenditure on Stationery and Printing. 

2. President, Railway Board. 
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Extraordinary Growth of Working Expenses 

In moving this resolution, Sir, I beg leave to express, if I may 
presume to do so, my sympathy with the Railway Board for the fact 
that they seem to stand between two hrea Judging from the speech 
of the Hon’ble Member, I find that the railway administrations as repre- 
sented by their Boards in London are complaining about the control 
exercised by the Railway Board. We,, on the other hand, in this 
Council, some of us at any rats, are inclined to complain of the manner 
in which the working expenses have been allowed to go up. Of course 
I am a mere outsider and a layman. I cannot go into the technical 
portions of this railway administration ; but I can look at railway 
finance in a general way ; and looking at railway finance in a general 
way, I have come to certain conclusions which 1 would like to lay 
before this Council. There is no doubt that this railway finance has 
been responsible during the last throe or four years for the deterioration 
in the country's financial positioa We find that in the year 1906-1907 
the net profit from railways which the country derived was about £3 J 
millions : in 1907-1908 it was about £1^ millions. In 1908-1909, 
instead of a net profit, there was actually a deficit of £1^ millions ; 
during the current year there was a gain of about £860,000 ; and 
during the next year probably under half a million is expected to be 
realized as profit. The position, therefore, in five years, has come 
down from £3| millions to about half a million profits, and that 
naturally must set us thinking. 1 have looked into the figures some- 
what closely on that account, and I find that there are certain things 
which require explanation. The first thing that strikes one looking 
into these figures is the extraordinary growth of working expenses 
during the last five years, i. e., since the Railway Board came into 
existence. The Railway Board came into existence in 1905 and the 
working expenses have been going up steadily from that year. I have 
consulted the figures for fifteen years from 1890 to 1905, i. e., up to the 
date the Railway Board ceune into existence. The working expenses 
during that period were between 46 and 48 per cent, of the gross receipts 
uniformly. There was only one year in which the proportion was 49. 
Otherwise, throughout, the proportion was 46, 46 j, 47 and up to 48. 
From the time that the Railway Board however came into existence — 
from its very first year— this proportion has been going up. After the 
proportion had been stationary for fifteen years we find in 1906 the 
proportion rose to 50 ; from 47 or 47^ it went up to 50 ; in 1907-1908 
It.went up to 57-5 ; in 1908-1909 it went up to 63 per cent— that was 
a year of deficit In 1910, the current year, it is 55*3, and for the next, 
year it is expected to be 56*6. Now, I cannot understand why if for 
fifteen years they were satisfied with 47 or 48 per cent of gross reoe^ts 
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^or working expenses, suddenly there should have been this increase, 
and they should now ask for 7 or 8 to 12 per cent, more according eus 
you take the year. This certainly requires an explanation. Of course 
I am quite sure that the money is being well spent, that the money is 
being spent on improvements, and the Hon’ble Member will no doubt 
justify this in the name of efficiency— well, we have often heard in 
this Council of efficiency — we used to hear of it from various 
quarters during the last five or six years. There has been so much 
more spent on the Army, also on Civil Departments, all in the 
name of efficiency. I quite admit that efficiency is desirable, but 
there must be a limit, even to efficiency. As Lord Salisbury * once 
said; ‘All efficiency must be relative,’ that is, it must take into 
account not merely the requirements but also the resources of the 
people for whom you are going to secure that efficiency; and considering 
that India is a poor country, I think that the Railway Board might be 
satisfied with a lower standard of efficiency than what it is evidently 
aiming at 1 think there should be a definite proportion beyond which 
they should not go in the matter of working expenses. If the railway 
administrations of this country were satisfied with 47 to 48 per cent for 
fifteen years, I do not see why the Railway Board should not impose a 
similar limit upon itself. It may go a little higher, if necessary, but 1 
think beyond 50 per cent the working expenses should not be allowed 
to go in any particular yesur. If anything like that were to be done 
Irom next year, as you estimate your revenue at 44 crores, your expen- 
diture would be 22 crores or somewhere there, and you would have 
about 3 crores for the Finance Minister ; and I am quite sure he would 
not have put upon us the extra taxation that he did the other day. 

Budget Systematically Exceeded 

Then, there is another point to which I want to draw the attention 
of this Council, and that is this : that for the last four years the Board 
or those who are responsible— because I am afraid it is the railway 
administrations that are carrying out unauthorised works, who are 
really responsible— in any case we have to bold the Board responsible 
in this Council and the Board will hold the administrations responsible 
in its turn— but for the last four years we find that the budget is being 
systematically exceeded in the matter of working expenses. In the 
'first year it was only a slight excess. In 1906-1907 it was only an 
excess of 10 lakhs; in 1907-1908 the excess was 2| crores; in 1908-1909 
it was 2| crores over the budget allotment for working expenses. This 
year, owing to the great row that was made, there has been of bourse 


1. see foot>note 1 on p. 33, 
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a great decrease in this excessi but still there is an excess of 11 lakhs^ 
Now I think that this is a thing to which exception must be takea I 
think it is most objectionable that the budget allotment should be 
exceeded in this manner. I think in this matter I could not do better 
than quote the words which were employed last year by His Honour Sir 
Edward Baker^ in speaking of this question, namely, that the Railway 
Board had been exceeding its budget in the matter of working expenses. 
This is what His Honour said. Possibly he used sharp language be- 
cause his own budget had been upset. I will read the language that he 
used : 

I am constrained to sa 7 that the esplaifatioD presented in the memorandum of 
the Railway Board seems singularly inadequate. Something is doubtless due to 
the cost of coal, though we are not told what it amounts to. Grain compensation 
is said to amount to 23^ lakhs or £157,000. t.e.. less than one«tenth of the total 
excess Floods on the North-Western Railway are called into account for some 
unspecified part of the remainder; but I seem to remember hearing of similar 
floods for several years before on that line. A great deal is attributed to repairs 
and renewals and we are told that commitments have been entered into which 
could not be stopped. I will not stop to consider the question whether any railway 
administration is at liberty to enter into commitments of this kind which cannot 
be modified or contracted if the ensuing year is one of deficit. But I do affirm 
without hesitation that any administration which contemplates doing so is bound, 
by all the canons of finance and oommonsense, to provide for the corresponding 
expenditure in its estimates, and in the present instance we have to face the plain 
fact that the working expenses, in spite of a heavy reduction in the traffic carried, 
have exceeded the estimates by not much less than a million aiA a Jialf. 

This is strong language, but it is not mine ; it was used by one 
who bad been Finance Minister for four years, and 1 am quite content 
to leave the question as it is there between Sir Edward Baker and the 
Hon’ble Sir T. R. Wynne. 

I think that just as there must be a certain definite proportion 
beyond whicli working expenses should not be allowed to go, so also it 
must be definitely and distinctly laid down that under no circumstan- 
ces whatever should the budget allotment for working expenses be 
exceeded. 1 think that the Finance Department has a right to expect 
that, and that the Oouncil, as interested in economy, has also a right 
to expect it. 

Preference for State Management of State Railways 

Having made these two complaints, I would now like to make a 
suggestion, and that is that I think it would be very desirable if State 
railways were managed by the State instead of their being managed 
by Companies. 1 know this is a question about which there is a differ- 


1, see foot-note on p. 51. 
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ence of opinion, but apart firom otbar things-^whether the 
would be immediately more ooatly or less oostly, on that I have heard 
two opinions — there is one distinot advantage which I claim for this, 
and that is that in the end State management will be more eoonomioal 
You compare the ordinary public works list — the personnel of the Public 
Works officers with the personnel of Railway officers. Throughout you 
will find a practical exclusion of Indians from the higher ranks of the 
railway service. Whereas in the Public Works Department a consider- 
able proportion consists of Indians, in the Railway service it is only 
here and there that you find an Indian ; for the most part Indians are 
carefully shut out. Now, if allthesefailways were managed by the Gtoverh- 
mentthe Gtovernment would, in the first place, be more sympathetic with 
our aspirations than Boards sitting in London, and secondly, the Govern- 
ment would bo more responsive to any pressure of opinion put upon it. 
The Boards being in London, we may say what we like, they go on 
doing what they please, and the agents here must obey their directors 
there. Therefore, as long as the management is in the hands of 
Companies, the exclusion of Indians from the higher ranks of the rail- 
way service must continue, whereas if the management were to pass 
over to the Government, there would be a more steady employment of 
Indians in the higher ranks of the service, and this in due course is 
bound to lead to greater economy in the management of railways. I 
move the resolution which stands in my name. 

[ Sir T. R, Wynne, Chairman of the Railway Board, having opposed 
Ookhale's motion, Ookhale made the f Mowing reply. He said : ] 

I would like. Sir, to make a brief reply to the observations 
that have fallen from the Hon’ble Sir T. R Wynne. He pointed out 
that in 1909 the net earning under Revenue, as it is called here, 
was 12'43 millions, which was virtually the same figure ee what you 
have in the accounts of 1906-1907, namely, 12'52. Now that is 
quite true. But the Hon’ble Member should not have left out of con- 
sideration the fact that between those years a large amount had come 
to be spent as capital outlay on railways, and there must be interest on 
that capital expenditure. Therefore, the very least that the year 1909 
should have shown to be regarded as equal to 1906 was to show the 
same net amount of revenue as 1906, plus the interest on the capital 
expenditure during the three years. Well, I find, looking at ihe amount 
of interest on debt, that in 1906 the interest on debt was 5 millions’ 
whereas .in 1909 the interest is 5-67; that is, two-thirds of a million 
roughly represents the interest on the additional amount that had come 
to be expended as railway capital Now, if only these railways had 
earned this two-thirds of a miUion more, under the net ee^ings, instead 
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of having only £760,000 as our profit last year, we should have had 
nearly a million and a half. Therefore, I do not think that point really 
helps the Railway Board very much. The HonTile Member also said, 
if you want improvement, you must pay for it. We no doubt want 
improvement, but not at this rapid pace. We shall be quite content 
with a slower pace of improvement provided it does not cost us so 
much. Of course, if double the revenue that the HonTjle Member gets 
at present were placed at his disposal, I have no doubt he would employ 
it easily, and we should have a most perfect system of railways. The 
question is whether the country can afford it. The Hon’ble Member also 
said that, if this resolution were pressed, it would be necessary to reduce 
the operative part of the expenses, and that might mean the dismissal 
of a number of .my countrymen. Well, I am not really frightened by 
that. I find on looking up the lists here, that most of the men in the 
higher branches at any rate are the Hon’ble Member’s countrymen and 
not mine, and if he were only to dismiss my countrymen, well, he would 
not get much out of that. If he wants to make a substantial reduction, 
he will have to get rid of some of his own countrymen. 

1 will say only one thing more, and that is with regard to what 
the Hon’ble Malik Umar Hayat Khan^ said. The Hon’ble Member’s 
faith in everything that the Government does is most touching; he 
stands by the Government even where the Hon’ble Sir Edward Baker 
criticises it. Nobody ever said that the grain in tha I^unjab should 
not be carried ; the question is whether the expenditure which the 
Railway Board is incurring, whether all this increased expenditure, 
was required. 1 have already pointed out that, since the Railway 
Board came into existence the working expenses have steadily risen, 
and no reply has been given to that. Of course improvements, I 
understand, are required, but why should these improvements have 
suddenly become necessary on this scale during the last five years, 
when we had gone on without them for the last half century? 1 am 
sorry 1 must say that 1 am not convinced by what the Hon’ble 
Member has said, and I must therefore ask that this resolution be 
put to the vote. 

( The resolution was put and lost, 11 voting for and 34 again^. ) 


1. Nawab Sir ( Muhammad ) Umar Hayat ( 1874-1944 ) ; saw active service in 
Somaliland ( 1903 ), Tibet (1904) and on tbe staff with the Indian Expeditionary 
Force in France ( 1914-15 ) ; Member, Council of India, ( 1929-34 ) 



BUDGET SPEECH, 1910 

[ The general debate on the Budget for the year tOlO-ll took place 
on 29th March 1910, Lord Minto, the Viceroy, being in the chair. In 
the course of the debate, Gokhale made the following speech ] 

Accuracy of Finance Department Estimates Questioned 

My Lord, when the Tariff Bill was under discussion in this 
Council last month, I took the opportunity to offer some general criti* 
cism of the Financial Statement vifhich had then been laid before us by 
my Hon'ble friend the Finance Minister. In the course of that 
criticism, I had ventured to observe that. In my opinion, the estimates 
of revenue were under certain heads underestimates. In reply to that, 
my Hon’ble friend Mr. Meston^ told us that it was not usual for any 
one in this Council to question the accuracy of the figures supplied by 
the Finance Department. My Lord, I confess I was surprised to hear 
that statement. My Hon’ble friend will pardon me if I say that my 
experience of this Council is much longer than his, and it is not only 
not correct to say that it is unusual to question the accuracy of these 
figures, but I should go further and say that the reverse of that state- 
ment will be the correct one. It is true that during the last four or 
five years, no ocq^sion has arisen to question the accuracy of the 
figures supplied by the Finance Department, but if my Hon’ble friend 
will turn to the debates of this Council between 1902 and 1905, he will 
find that every year a complaint was made that the estimates of 
revenue were underestimates. During the time of Sir Edward Law,* 
no answer was received to this complaint, but in 1905, when His 
Honour Sir Edward Baker^ became Finance Minister, he took notice 
of it and admitted its substantial correctness. If the Hon’blb Member 
will turn to the Financial Statement of 1905-1906, he will find there 
a paragraph, called ‘ Comparison of Estimates with Actuals,’ in which 
Sir Edward Baker observes as follows ; 

It is sometimes made a reproaoh against Government that their estimates of 
revenue and expenditure are wanting in aoouraoy, and that the actual results 
when made up at the end of the year, are apt to differ somewhat widely from those 
forecasted in the budget at its beginoiog. Latterly this charge has taken the form 
of a suggestion that we habitually underestimate our revenue and overestimate 
our expenditure. 

Then, after comparing the practice of England and several of the 
continental countries, Sir Edward Baker goes on to admit that there 


1, see foot-note on p. 162. 
3. see foot-note on p« 51, 
0.*24 


2. see foot-note on p, 76 • 
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was much in that charge that was true. He naturally says all that he 
can in favour of the old practice, and then proceeds : 

1 would Qot, however, be understood to contend that the criticisms to which 
I have referred are wholly without justification. That would be an overstatement 
of the ease. Even when allowance is made for the disturbing elements to 
which allusion has been made above, the figures in the statement in paragraph 59 
show that during the last three years the revenue has exceeded the estimate by 
more than these causes fairly explain. This feature probably has its origin in the 
former uncertainty of sterling exchange. So long as all growth of revenue and the 
fruits of all retrenchment were liable to be swallowed up by a fall in exchange, 
it was common prudence to frame the estimates in the most oautious manner, and 
to take no credit for developments of revenue until they were absolutely assured. 
When this factor was eliminated, traditiohs of excessive caution remained, and 
due allowance was not always made in the estimates for the normal expansion 
of the growing heads of revenue. 

Here, then, is an admission by a former Finance Minister that for 
a number of years, it was the habitual practice of the Finance Depart- 
ment to underestimate revenue owing to causes which have been 
explained by him. My Lord, this is in reality a small matter ; but the 
statement made by the Hon’ble Mr. Meston, if allowed to remain uncon- 
tradicted, might cause serious inconvenience hereafter, because objec 
tion might again be taken to any suggestion as to underestimates or 
overestimates. I believe my HonTale friend mistook what is a rale for 
the new Council for the practice of this Council in the past. There is 
undoubtedly a rule among the new rules that in framing resolutions 
that a member wants to move, the accuracy of the ^gutes supplied by 
the Finance Department shall not be questioned. That applies, however, 
only to resolutions and not to any general criticism of the financial 
estimates that may be offered. 

Opposition to Extra Taxation in a Normal Year 

My Lord, this' year’s budget has come upon us all as an unplea- 
sant surprise. The feeling is like that of a person who is walking 
securely on the ground, and, all of a sudden, discovers a yawning gulf 
before him. After a great number of yoare — after ten years — of con- 
secutive surpluses, we first came to a year of a heavy deficit, due, as we 
then understood, to famine. Then there was what appeared to be a normal 
year, and we have now another normal year in which, however, extra taxa- 
tion has been imposed on the people. This circumstance, namely, the levy- 
ing of extra taxation in a normal year, suggests that something is 
wrong with the financial position of the country, and in any case, it 
suggests an inquiry. 1 have given some attention to this question, and 
1 find that the results are such as to cause apprehensioa My Lord, 
for a correct understanding of this question it is necessary to pass 
under brief review the finances of the ten years from 1898 to 1908^ 
because our series of surpluses began with the year 1898, From that 
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^ear we had ten conseoutive surpluses ending with the year 1908. Let 
us, therefore, see what were the special features of the financial position 
during that time, and what use was made of the prosperous finances of 
those years by the Gk)vernment. It will be found that there were four 
distinctive features of this period. The first was that there was a large 
saying in the cost of the home remittances of the Government, owing 
to exchange having established itself at the steady rate of .Is. id. to the 
rupee in the year 1898. The second was an improvement in the Opium 
revenue, which, before 1898, had been steadily falling for a number of 
years. The third was the expansion, the more than average expansion, 
of the ordinary revenues of the country. And the fourth was an improve- 
ment in the Railway revenues of the Government. These four causes 
combined to give the Government large surpluses, and the Government 
utilised the position in the first place to remit a certain amount of taxa- 
tion and then to sanction a large anfount of increased expenditure in 
various directions. 

I would respectfully invite the Council to consider this matter 
carefully. It has been said by some critics that the present difficulties 
of Government have arisen from the fact that during those fat years 
Government remitted taxation which should not have been remitted. 
Now, my Lord, I must protest strongly against this view. If the 
Council will look at the amount of taxation remitted during those ten 
years, it will find that the total of remissions came to about four 
millions sterling, or six crores of rupees. But owing to the artificial 
rise in the rupee, the savings of the Government on their home remit- 
tances also had come to about five and a half crores of rupees. What 
had happened was this. The Government had gone on adding tax 
after tax in the period preceding the year 1898, so as to secure a 
balance between revenue and expenditure and even a surplus, no 
matter what the level of exchange wets, and thus even when exchange 
was at its lowest, as it was in the year 1894, namely, at lid. to the 
rupee, the Government were able to show not only an equilibrium 
between revenue and expenditure, but also a small margin as surplus. 
As the exchange value of the rupee steadily went up, the level of 
taxation remaining the same, it meant a steadily increasing surplus at 
the disposal of the Government. By the year 1898 exchange establish- 
ed itself firmly in the vicinity of 16rf. to the rupee. Now, a rise of 
3d. in the value of the rupee meant a saving of 5J crores in the cost of 
home remittances. Therefore, when the Government of India remitted 
taxation to the amount of six crores, they practically gave back to the 
tax-payers only what they had saved on their home remittancea The 
remissions were thus not taken out of their ordinary revenue ; they 
merely represented the savings effected in the cost of the home remit- 
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tanoes. Wd may, therefore, put aside these two items, namely, the 
savings on the home remittances, and the amount of remissions grant- 
ed to the people, during the period we are considering. So much for 
remissions of taxatioa 

Amazing ” Increase in Civil and Military Expenditure 

Let us now consider the amount of increased expenditure sanctioned 
in different directions. My Lord, the first six years of this period were 
a period of ‘ efficiency,’ or, as one of my friends has said, efficiency 
with a capital E. The result was that expenditure was pushed up 
by leaps and bounds in various directions. A comparison of the 
expenditure for 1908-09, for which complete figures are available, with 
the year 1898-99, will reveal certain startling results. It will be found, 
for instance, that the civil expenffiture of the country grew during this 
period by about 16 crores, including in such expenditure the charges 
of collection, the salaries and expenses of civil departments, miscel- 
laneous civil charges and civil works. I may mention that from the 
charges of collection, 1 omit, for obvious reasons, opium and provincial 
rates, as also refunds and drawbacks and compensations and assign- 
ments. The figures for 1908-09, however, include the expenditure for 
Berar, whereas those for 1898-99 do not. It is necessary therefore to 
exclude Berar figures from the year 1908-09. Even then we find that 
the increase in civil expenditure comes to about 15 crores, the expendi- 
ture having risen from about 29 crores to over 44 cror%s. • My Lord, 1 
venture to think that this is an amazing increase. If the Council will 
compare this increase with the growth of expenditure during the 
previous ten years, as also with the five years, 1881 to 1886, the contrast 
will appear most striking. The Council may remember that in 1886, Lord 
Bufferin’s^ Government found itself in a position somewhat similar to 
that which the Government of India occupy today. From 1881 to 1885 
the country had enjoyed what may be called financial prosperity. 
There was remission of taxation in consequence and also increased 
expenditure and the result was that when lean years came in 1886 and 
the frontier policy of the Government necessitated heavy additional 
military expenditure. Lord Dufferin found himself driven to appoint a 
committee^ to carefully inquire into the growth of expenditure; and one 
of the reasons adduced for the appointment of that committee was that 

1. see foot-note 3 on p. 14. 

2. This Committee was appointed in 1886 with Mr. C. A. Elliott, Chief 
Commissioner of Assam as President *' for the purpose of examining expenditnre, 
whether Imperial or Provincial, and reporting to Government, within as brief a 
period as may be possible, what economies are therein practicable. " It is note- 
worthy that Rao Bahadur M. G. Ranade ( later Mr. Justice Ranade ) was one of Its 
members and appended to its report a memorandum of dissent. 
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the increase in civil expenditure had been excessive during the five 
years which had preceded His Lordship’s administration. Now the 
increase in civil expenditure during those five years had been only 
about %l crores, the expenditure rising from about %% crores to about 
24]; crores. And yet this increase was regarded by Lord Duiferin as 
excessive. Judging by that standard, I wonder, my Lord, what we are 
to think of the increase of 15 crores in the ten years from 1898 to 1908 1 
Again, taking the period 1888-1898, what do we find ? I do not wish 
to take the Council through a mass of fig^ures, but I will only state 
the results of my calculations, giving this assurance to the Council, 
that I have taken every care I eould to compare likes with likes only. 
Taking the period of ten years immediately preceding 1898, we find 
that the increase in civil expenditure was from about 24| crores to 
about 29] crores, or about 5 crores in ten years against 15 crores in 
the ten years following 1898. We thus have the following results : if 
the increase during 1898 to 1908 had been at the same rate as during 
the five years 1881-1886, when in Lord Dufferin’s opinion the civil 
expenditure had gprown enormously, it should not have been more than 
4] crores I Had the rate continued to be what it had been during the 
ten years preceding 1898, the increase would not have been more than 
about 5 crores I But instead of these figures, we have here an increase 
of no less than 15 crores I This shows what the era of surpluses 
has done to push up civil expenditure ! Turning next to military 
charges duritijg tlie period, we find the same kind of growth. From 
1888 to 1898 the military charges grew by about 3 crores a year, 
or from 22] crores to 25] crores ; but from 1898 to 1908 they rose by 
about 5] crores a year, that is, from 25] crores to about 31 crores. The 
whole position therefore is this, that during the ten years 1898 to 1908, 
while six crores were remitted in taxation, the annual civil expenditure 
was allowed to grow by 15 crores, and about 5 crores ef additional 
expenditure was incurred every year in connection with the army; this 
gives an increase of about 20 crores in civil and military expenditure 
in the course of ten years, or an average growth of 2 crores a year. 

inquiry into Growth of Expenditure Demanded 

My Lord, every one must admit that this is a phenomenal increase, 
considering that the normal growth of revenue ordinarily has been 
estimated by a previous Finance Minister at only about one crore and 
twenty lakhs. 1 think these figures suggest— to my mind they impera* 
tively suggest— the necessity for an inquiry into the growth of civil 
and military expenditure during the last ten years. This need of inquiry 
is all the greater because there is a serious situation in front of us now 
in connection with the Opium revenue. We all know that the Opium 
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revenue is doomed, that it will be extinguished altogether, if things go 
on at the present rate, in the year 1917 i. 0 ., in about seven years 
from now. In this connection, I must express my dissent from my 
Hon’ble friend Mr. Chitnavis,^ who has urged that we should ask the 
Imperial Gk)vernment to make a contribution to the Indian Exchequer 
in order to compensate us for the loss of Opium revenue. My Lord, I 
do not think that it will be a dignihed course on our part to ask for 
such a contribution. It is we who liavehnanclally benefited in the past 
by this Opium revenue, and it is we who must be prepared to bear this 
loss when the Opium revenue is extinguished, seeing that the stain that 
will then be wiped away will be wipe^ away from us. We must face 
the situation ourselves, and I think if only the Government will be 
sufficiently careful, it is possible to do, and even do wall, with a dimi- 
nishing Opium revenue. But one thing it is now absolutely necessary 
to do in connection with this Opium revenue, and that is that from next 
year Government should take into account only a steadily diminishing 
figure as Opium revenue for recurring purposes. What I'mean is this : 
the whole of this revenue, which for next year is taken at about 5| 
orores net, has to be extinguished in seven years. The Finance 
Department should, therefore, take as ordinary revenue only a descend- 
ing series of figures, terminating in zero in seven years, for each 
succeeding year, and all excess over that figure should be treated as a 
windfall or extraordinary revenue to be devoted to extraordinary 
purposes, such as non-recurring expenditure on edudhtien; sanitation, 
and so forth. My Lord, I submit this course should have been adopted 
three years ago, so that the burden of a diminishing revenue should 
have been evenly distributed and the great need of retrenchment realis- 
ed in time. I trust the Council will remember that when His Honour 
Sir Edward Baker enunciated the new Opium policy of the Government 
of India three years ago, he assured the Council that the sacrifice could 
be made without a resort to extra taxation. That meant that the steadily 
widening gap made by a diminution in Opium revenue would be met 
by economies, unless the growth of revenue under other heads sufficed 
for the purpose. And yet here we have my Hon'ble friend, the Finance 
Minister, coming to the Council in a' normal year with proposals for 
additional taxation on the ground of a diminishing Opium revenue I 
My Lord, recent discussions have made it abundantly clear that the 
course I am urging is necessary, if a policy of steady retrenchment is 
to be followed and a sudden financial crisis to be averted. What is 
happening at present is this : owing to the reduction in the number of 
chests, the price par chest is rising. Probably this will go on for some 
time, and we may even reach four thousand rupees per chest. So 


1. 896 foot-note 2 on p. 127. 
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for some time, the rise in prices will make up, and perhaps even more 
than make up, for the reduction in the number of chests, with the result 
that during the next two or three years the Government may not nece- 
ssarily get a smaller amount as their Opium revenue than at present ; 
but when the maximum price is reached, then there will be a sudden 
and precipitate drop and in the course of three or four years following 
the Government will have to be prepared to face the extinction of the 
whole of this revenue of about 5 J crores. And it is easy to foresee what 
will then happea If all of a sudden, say, 2 crores were to be lost in 
any particular year, 1 am quite sure that the Finance Minister will 
again urge the same plea that he has urged this year, that it is not 
possible to arrange for economies sufficient to cover such a loss all at 
once. And then fresh taxation will again be imposed upon the people 
as was done this year. Unless, therefore, Government take credit only 
for a steadily diminishing Opium revenue and arrange to keep all 
excess above that figure as a windfall or extraordineiry revenue to be 
devoted to non-recurring expenditure, I am quite sure they will no 
feel the same incentive to retrenchment, and the results will be 
deplorable. 

My Lord, I have urged an early, I would even say an immediate, 
inquiry into the growth of expenditure on two grounds — first,' because 
there has been this vast growth in civil and military expenditure, and 
secondly, because the Opium revenue is to disappear in seven years. 
I think the Government has no choice now but to pursue a policy of 
rigorous retrenchment, and for that a necessary preliminary is an 
inquiry such as 1 have suggested. But while the present high scale 
of charges on both civil and military administration requires to be out 
down, an increase, and even a largo increase, of expenditure is neces- 
sary on objects intimately connected with the real well-being of the 
people, such as primary and technical education, sanitation and relief 
of agricultural indebtedness. And if retrenchment will not produce 
the money required for these objects, I for one shall not shrink from 
advocating additional taxation for the purpose. Only, the resources 
of retrenchment must first be exhausted, before those of additional 
taxation are drawn upon. My Lord, we feel strongly that the present 
expenditure on the objects 1 have mentioned is most inadequate, and 
unless the Government are prepared to spend far larger sums in these 
directions, the discontent which we see on all sides at present will not 
in resdity diminish. This question is to us a question of the most vital 
importance, and it is only in the measure in which the Gk)V6rnment 
deal with it that they will have identified themselves with our best 
interests. 



INDIAN TARIFF (AMENDMENT) BILL, 1911. 


[ Ata meeting of the Imperial LegislaJtim Council, on 7th March 
1911, Mr. J. L. Jenkins, the Vice-President, presiding, Sir Guy Fleet" 
wood Wilson moned that the. Bill further to amend the Indian Tariff 
Act, 1S94, be passed. The dtject of the Bill was to reduce the duties 
on imported tobacco by about one- third. Mr. Mazhar-ul-Haqu^ moved 
an amendment proposing “ that the Bill before the Council be taken 
into consideration this day six months," Ookhale in supporting the 
amendment made the following speech. ] 

Protest Against Reduction of Tobacco Duties 

Mr. Vice-President, I desire to join in the protest which my 
Hon'ble friend Mr. Haque has entered against the course adopted by 
Government in proposing this reduction of tobacco duties. But before 
doing so, I would like to offer, if the Hon’ble the Finance Minister will 
let me, my warm congratulations to him on the most interesting and 
luminous Financial Statement that he has presented to this Council. 
1 think students of Indian finance will readily recognise that in 
its exposition of financial principles the Statement is one of the most 
striking that has ever been laid before this Council, qnd so far as the 
far-reaching character of some of its announcements go, it will probably 
take ranlc with those few which have now become of historic importance 
in this country. The Hon’ble Member has been half-way through his 
tenure of office as Finance Minister, and his last two Budgets had to be 
framed amidst great difficulties and were adversity Budgets. We all 
therefore rejoice that this time he has had to frame his Budget under 
more favourable circumstances, and we do so as much on his own 
account as in the interests of the public generally. 

While, therefore, my feeling for this Budget is one of genuine 
satisfaction, 1 must say that 1 do not regard all the budgetary dis- 
positions that the Hon’ble Member has made with entire satis- 
faction ; and 1 believe the Hon’ble Member himself does not expect 
any member to do so. One of the least satisfactory features of this 
Budget is this reduction of the tobacco duties by about one-third. Last 
year, if I remember aright, the Hon’ble Member took great credit to 
himself for his disinterestedness, because he was taxing tobacco though 


1. Mr. Mazhar-ul-Haque, one of the founders of the AlMndia Muslim League, 
1906 ; elected to the Imperial Legislative Council, 1909 ; a staunch supporter of the 
Indian National Congress. 



TAEIFF AMENDMENT, 1911 


193 


he was a smoker himself. This year, my friend Mr. Haque has gone 
one better, because, though he loves the cigar very well, he stands up 
to resist its being cheapened, and he does not even claim credit for 
disinterestedness. Well, I cannot lay any claim to such disinterested- 
ness as theirs in this matter, because I am no smoker ; but my interest 
in the question is that of the general public, who, 1 think, are more 
interested in cheaper petroleum than in cheaper tobacco. Sir, the 
Hon'ble Mr. Haque has given expression to a suspicion which is 
widely entertained that the Government of India are not in this 
business a willing party. I do not know whether the suspicion is well 
founded ; the Finance Minister wiH, I hope, tell us about that when he 
rises to reply. But one has only to compare the emphatic manner in 
which he insisted on raising these tobacco duties last year and tbe 
almost apologetic manner in which he has expressed himself in reduc 
ing them — and the contrast between the two is most striking — to 
realise that the heart of the Finance Department is not in this measure 
of relief. The Finance Department always loves to dwell with some 
degree of satisfaction on any relief in taxation which it is able to give 
to the public. In this case, however, the matter is barely mentioned 
and then sought to be stowed out of sight as if the Finance Minister 
would rather that the people did not notice what he has done. Sir, last 
year, when the Hon’ble Member enhanced these tobacco duties, he 
expressed himself^as follows : 

Tbe present taxation — 5 per oent. ad valorem on manufaotured and nothing at 
all on unmanufaoturcd tobaooo — is ludiorously inadequate. In 1907->08 over 
6 million pounds of tobaooo were imported into India, and all that it paid to 
Government was £35,000 ; in England it would have paid 40 times as much. What 
we now propose is a set of rates which, in tbe oase of cigarettes, is represented by 
Us. 2 a lb. They miy diminish imports for a t'.m?, but incidentally they may 
oheok tbe rapid growth of the cigarette habit, which is not without its danger to 
the rising generation in India. 

It will be seen that a reduction in the imports was clearly foreseen 
by the Hon’ble Member, and the diminished imports, therefore, do not 
lend much support to the course that he has adopted this year. In now 
reducing these duties, however, this is what the Hon’ble Member 
says : 

In diaoussiog the yield of the new taxes which were imposed last year, I 
mentioned that we bad been disappointed in our estimate for tobaooo. The sndden 
rise in duties dislocated the import trade for a time, though it is possible that 
business would gradually have adapted itself to the new conditions. But we are 
informed that tbe rates which wo selected have hit severely those particular 
forms of the tobaooo industry in India which depend on an admixture of the foreign 
with tbe indigenous leaf. We are also doubtful whether our experiment has given 
us rates whioh are likely to oombioe the maximum of revenue with the minimum 
of hardidiip. It has been decided, therefore, to propose a reduetion in the duties 
a.-25 
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of about one-third aU round, and a Bill to give effect to this change vill be intru* 
duod today. On the assumption that it will beeome law I have raised the yield' 
of our tobacco duties by about 5 lakhs in the Budget. 

The last sentence, Sir, is really quite the most interesting in its 
own way. As I have already said, the HonTile Member had clearly 
foreseen the reduction in the imports : therefore that could not have 
come upon him as a surprise. He says, however, that by reducing 
these duties now it would be possible to raise a higher revenue. I have 
looked into the figures that have been supplied by the HonTile Mr. 
Meston^ to Mr. Haque*, and from these figures I find that the yield of 
the tobacco duties this year is about 30 lakhs. Five lakhs more means 
35 lakhs for next year. For the reduced duties to produce this sum, 
the consumption must increase by about 75 per cent. A small calcu- 
lation will make that clear. The Honlile Member must, therefore, 
exiwct that by reducing these duties by one-third he will push up the 
imports by 75 per cent. Now, in the first place, he has got to explain 
what has become of his solicitude for the welfare of the youth of this 
country, as my Hon’ble friend Mr. Haque has called upon him to do ; 
secondly, 1 would like to know what are the grounds on which he bases 
this expectation, namely, that if he reduces these duties by one-third, 
the imports will rise by about 75 per cent. It really looks, Sir, as 
though there was something more behind, and it is very unfortunate 
that there should be room for such a suspicion as that. .Ab I have 
already observed, I hope the Hon’ble Member will disabuse our minds 
of this suspicion, and if he does this no one will be better pleased 
than myself. 

Preference for Pefroieum Duty Reduction 

But if there has really been pressure from England in this matter 
and the Government of India are a mere unwilling party to the reduc- 
tion, 1 deem it my duty to protest strongly against such pressure from 
Fi PgUriil In matters involving large policies the decision must, of 
course, be.with the Imperial Government in England ; but in these 
amftUnr matters I think that the Government of India ought to be left 
free. Sir, in another part of his Budget Statement, the Hon’ble Mem- 
ber insists on the fact that in view of the threatened extinction of the 
Opium revenue the Government cannot afford to relinquish any part 
of the revenue they enjoy at present After that emphatic statement, 
It is rather curienls that these tobacco duties should have been selected 
for reduction this year. If the Hon'ble Member was in a position to 
afford relief to anybody, there is no doubt that the consumers of pelro- 


1 . 7 see foot-note on p. 162. 


2. eee foot-note on p. 192. 
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leum were entitled to that relief first I find from the figures about the 
consumption of petroleum that the imports of foreign petroleum show 
a considerable diminution. Now, petroleum is, as everybody knows, a 
necessary of life and not an article of luxury, and when the imports of 
petroleum go down, it means that the poorer people have undoubtedly 
suffered some inconvenience. If there is less tobacco smoked in the 
country, I do not suppose any one is any the worse for that ; if i)eople 
smoke inferior cigars and cigarettes, that also is a matter that con- 
cerns them alone. The foreign manufacturers are no doubt affected, 
but we are not concerned with them. But when the imports of petro- 
leum are reduced, that is a serious consideration for the Finance 
Minister, because that means that the mass of the people are being 
subjected to a great deal of unnecessary hardship. I find, Sir, that the 
quantity of petroleum consumed during the year previous to the 
enhanced duty was about 136 millions of gallons, while that for the 
current year shows a reduction of about 8 million gallons — the 
figure for this year is 128 million gallons. Coming to an analysis 
of the figures, we find that while foreign petroleum has fallen from 62 
to 50 million gallons, Burma oil, which pays no duty, has risen only 
from 74 to 78 million gallons. When these duties were raised last 
year, it was expected by some that the result of it would be to push 
up the consumption of Burma oil which pays no duty. But as a 
matter of fact the rise in the consumption of Burma oil has been only 
about 4 million'gallons as against a fall of 12 million gallons in the 
foreign petroleum. When these duties were under discussion in the 
Council, some of us urged that one result of the enhancement of the 
duties would be to enable the owners of Burma oil to push up prices. 
I understand from the Honhle Mr. Gates' that prices had really already 
been pushed up about a month before the duties were raised by an 
agreement between the Burma Company and foreign companies. And 
when the duty was raised and a difference created in favour of Burma 
petroleum, the Burma Petroleum Company was not slow to take the 
fullest advantage of the situation to earn extra profits. The enhanced 
petroleum duties, therefore, ought, in ray opinion, to be reduced as soon 
as possible. In any case, if any relief can be granted, if the Hon’ble 
the Finance Minister can spare any money, that ought to he devoted 
to a reduction of the petroleum duties in preference to the tobacco 
duties. 

( Mr. Haque’s amendment was ruled out of order by the President 
and the original motion of Sir Guy F. Wilson was put to the vote and 
passed. ) 

L Financial Commissioner of Burma, and Burma's representative in the 
Imperial Legislative Council, 
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[ Before proceeding to a discussion of the Financial Statementt on 
70i March 1911, the President, ( Mr. J. L. Jenkins ) made the fdlmoing 
preliminary remarks : ] 

The President : Before we proceed to a discussion of the Financial 
Statement, 1 wish to make some remarks which may be of assistance 
to Hou’ble Members who have re^iolutions upon the paper. The 
Financial Statement is laid before this Council for definite purposes 
which are stated in the rule, and the discussion of it ought to be con- 
fined to these purposes. Thus, when an Hon’ble Member proposes a 
reduction under any head of expenditure, he ought to explain how the 
reduction is to be effected, and how it is to take effect in the year to 
which this Financial Statement relates. If the change which he proposes 
necessitates any change in the policy of Government, it is open to him 
to discuss that policy. It is not however open to him to enter upon 
questions of general administrative action and policy. The resolutions 
on the Financial Statement must in short be genuine financial resolu- 
tions. They must not be used merely as devices for raising debates In 
the Council upon subjects which are not connected with the substance 
of the resolution. Government have no wish to stifle dllschssion, but 
Hon’ble Members have fall opportunity to move resolutions on ques- 
tions of general public interest and at the last stage of the budget 
discussion to raise discussion regarding the general financial policy of 
Government But it is very necessary that the discussion of the 
Financial Statement should not be used for purposes other than those 
which they are intended to serve. I hope that 1 shall have the support 
of the Council in maintaining this principle. It is absolutely necessary 
if the Financial Statement is to be discussed in a practical and business- 
like manner. 

Gokhale : May I ask, Sir, in order to be clear in my own mind as 
to what you have said, whether the kind of discussion that was permitted 
last year is to be permitted this year or not. If you will refer to the 
proceedings of last year, you will find that Members were allowed to 
propose reductions under certain heads and then bring up the finan- 
cial aspects about those heads in this Council Of course, if we touch 
upon larger questions of policy, we should be ruled out of order. But 
if we confine ourselves to the financial aspects of a question, we aro 
dearly in order. This is what was done last year, and I would like to 
know whether it would or would not be permitted this year. 
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The President : Last year we were at the beginning of things and 
po^ibly some degree of laxity was permitted. But this year I do think 
that it is very neoessary that we should, in dealing with the Financial 
Statement, limit ourselves to dnanoial questions and merely to financial 
subjects as they are given in the Financial Statement. Under the 
rules each resolution must relate to a definite entry in the Financial 
Statement. Under another rule the discussion must be confined to the 
subject to which the resolution relates. If these two provisions are read 
together, I think it will be evident that the discussion of the Financial 
Statement is only intended to extend to the entries in the Financial 
Statement for the year which w® are discussing. As 1 have said, if 
incidentally in proposing alterations in any entry in the Financial 
Statement it becomes necessary to discuss the policy of Government a 
change of which will be necessary to give effect to a proposal which 
an Hon’ble Member may make, then the discussion of that policy 
would be quite in order. But what 1 think would be objectionable would 
be to raise general questions of policy which cannot be given effect to 
in this Financial Statement, which may perhaps be given effect to in 
future and in future Financial Statements. For instance ( an er amp le 
will possibly be of more use than a great deal of description ), I tbinlr 
it would not be legitimate for an Honhle Member to propose, say, a 
reduction of one rupee or any other arbitrary sum under the head of 
Education and under cover of a resolution of that kind to embark 
upon a discussioft of free and compulsory primary education, the pay 
of masters of secondary schools, and so forth. 1 think that when we 
come to the discussion it will be found that the principles which I have 
laid down will work quite smoothly. 

Gokhale : Once again. Sir, if you will permit me - since what yOu 
have said will apply to a number of my resolutions -I wish to point out 
one or two things. The rule which regulates the form of the resolutions 
that we may bring before this Council during these two stages of the 
discussion of the Financial Statement is rule No. 6. It requires that the 
resolutions shall be clearly and precisely expressed and shall raise a 
definite issue, and that they shall be directly relevant to some entry in 
the Financial Statement So far as the rules are concerned, these are 
the only two requirements in this connection. Now, Sir, let me mention 
what took place last year. Take the head of expenditure on Stationery 
and Printing. 1 moved for a reduction of charges, and all that 1 did in 
support of my motion was to show how the charges had been growing 
for a number of years. The Hon’ble Mr. Robertson*, who was thdn in 


1. see foot-note on p, 178. 
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oliaigd of the Department of Commerce and Industry, assured me that 
the matter had attracted the attention of Government and that they 
were considering how the charges could be reduced : my purpose was 
served. I did the same about the Telegraph Depcotment and also about 
Railways. I moved a reduction in the working expenses of Railways, 
and as a matter of fact 1 find that the working expenses have been 
reduced this year. What I mean is this. The entry which is referred 
to, in such cases, is the total expenditure under a given head mentioned 
in the Financial Statement. The Statement says that the total expen- 
diture under that head shall be so much, and the resolution urges that 
it shall be so much less. As regards ,how the reduction is to be effected, 
I can place before the Council only general suggestions. I am not an 
official of the Department concerned and I cannot possibly point out 
what individuals, if any, should be got rid of or what else should be 
done. And I am strongly of opinion that if this discussion is to serve any 
useful purpose. Members must be allowed to move these resolutions in 
the form in which they were permitted last year. If we violate any of 
the conditions laid down in rule 6, of course, you. Sir, will be entitled 
to call us to order. But I do not see how you can restrict discussion 
in the manner you propose. 

The President : It will of course be quite open to any Hon’ble 
Member to raise any general question provided he ties it up with a 
definite proposal which he makes with regard to apy. entry of the 
Financial Statement of the year. I call the attention of the Hon’ble 
Member to one of the provisions of the rules which he has not noticed. 
It is provided in rule 13 that ‘ the discussion of a resolution shall be 
limited to the subject of the resolution.’ That is really the rule which 
should govern the whole of our discussion, and I imagine that when 
we come tp the business we shall find that there will be no difficulty 
whatever in applying it. 


[ On 8th March 1911, Ookh'Ue askeil fora clarification of the Presi- 
dent's ruling given the previous day relating to the form cf resolutions 
bearing on the Financial Statement. He said : ] 

Sir, before I proceed to the first of the series of resolutions of which 
I have griven notice, I would like to get one or two points cleared up in 
the remarks which you made in this Oouncil yesterday about the 
interpretation to be placed upon some of the rules ; and I hope, there- 
fore, that you will permit me to address to you a few observations. 

Sir, the rules which govern these discussions require, first, that our 
resolutions should refer to specific entries in the Financial Statement; 
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secondfy, that they should be clearly and precisely expressed and should 
raise definite issues ; and, thirdly, what you mentioned yesterday, that the 
discussion should be limited to the subject of the resolution, and should 
not extend to any matter as to which a resolution may not be moved. 
In addition to these requirements, however, it appeared to me yester- 
day that two other limitations would be introduced by the interpreta- 
tion placed on these rules by you, if that interpretation, as understood 
by me, were to be enforced. One is that the proposers of resolutions 
should also state how effect is to be given to their proposals, and 
secondly, that the whole of the proposals, whatever they may be, should 
be such as could be carried out during the year following. Now, Sir, 
if your first dictum merely means that we should indicate in our 
speeches, supporting our resolutions, what steps may be taken by 
Government to reduce or raise expenditure, as the case may be, in the 
direction indicated by us, 1 have nothing to say ; I accept that at once 
and it would be on those lines that all my remarks will be made. If, 
however, the dictum means that 1 should point out exactly how the 
particular reductions proposed are to be effected, well, all I can say is 
that that is entirely beyond any non-official Member of this Council. 
It would be a good reason for the Member in charge to urge, in oppos- 
ing a given motion, that the motion was not practicable; and if, by 
any chance, the proposer succeeded in getting the Council to accept it, 
the Governpient* could veto it on that ground But my contention is 
that it cannot be ruled out of order on that ground. The whole position 
comes to this : here is the Budget Statement placed before us, asking 
us to assent to certain entries. 1 say that a particular entry should be 
a little less than what is proposed; if the Council accepts the view, the 
matter goes to Government; if it does not, the matter drops. The only 
thing that the Government may fairly insist upon is that t^e proposal 
should be such that it should be within the competence of the Depart- 
ment concerned to give effect to it, and that no large questions of policy 
beyond the competence of the Department should be raised 

As regards the other point, I would respectfully submit, Sir, that it 
would be enough if a beginning could be made in the direction indi- 
cated during the budget year, and the whole proposal need not be 
carried out in the course of that year. 

Finally, Sir, one word about the purposes of these motions. It 
appeared to me that your observations on this point implied that the 
resolutions, of which I have given notice, travelled really beypnd the 
purposes which these rules have in view. Now, Sir, may 1 respectfully 
point out that last year precisely similar resolutions were allowed, and 
we had at that time in the chair Sir Harvey Adamson, who as Hcoue 
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M^bor, in concert with the Law Member, was the author these 
rules ? He certainly would have called me to order if my resolutions 
had gone beyond the purposes of the rules. However, 1 hope I take it 
that, if 1 adhere to the lines which 1 have indicated in a general way, 1 
shall have no difficulty on any point of order. 

The President : 1 am very glad that the Hon’ble Member has 
given me an OK)ortunity to state the position more clearly. I will begin 
where he left off, A precedent is not made in a day, and if a mistake 
was made last year— 1 do not say that a mistake was made— we are not 
bound by it for ever. In the next place, I would say that what I said 
yesterday was intended partly by way of indication of the interpreta- 
tion which 1 would place upon the rule, and partly by way of well-meant 
advice to Hon’ble Members who had resolutions on the table. Now, 
what I said then was, and what I say now is, that a resolution should 
be what it purports to be. It ought not to be used as a device for raising 
questions unconnected with the substance of the resolution, and 1 think 
that that sufficiently arises out of rule 13 which the Hon'ble Member 
has quoted. 

As to the other point, the advice which I gave, that Hon’ble 
Members should, in moving their r^olutions, indicate in what manner 
^ect should be given to their proposals— that, of course, is not a point 
of order except in so far as their doing so may be an •evidence of good 
faith and goes to show that a resolution is really a genuine one and not 
intended to serve any ulterior object. But as a matter of advice 1 think 
it is good advice. Of course I never intended to imply that an Hon’ble 
Member in proposing a reduction should state exactly where every 
rupee of that reduction should fall ; but 1 do think that he should be 
able to show that the reduction is practicable and how it should be 
effected during the course of the year to which the Financial Statement 
relates. I hope that what I have said will satisfy the Hon’ble Member 
that I have no intention of straining the rules ; in fact, my desire is to 
allow Hon’ble Members the utmost possible latitude which is consistent 
with the practical, reasonable and businesslike conduct of our affairs. 
1 have sufficient confidence in the skill and experience of the Hon’ble 
Member as a debater to be sure that whatever interpretation is placed 
upon the rule, he will be able to say whatever he wishes to say. 



[ The Financial Slatemtni for 1911-12 was discussed during its 
First Stage partly on 7th March 1911 and partly on lith March 1911 
and during its Second Stage on Mh March 1911, Mr. J. L. Jenkins, the 
Vice-President, being in the chair on both days. ] 

Financial DUcuaMton^ 1911-12^ Firct 7th March 1911, 

THE OPIUM FUND 


[ Ookluile moved a resolution proposing the constitution of an Opium 
Fund. Tn doing so, he made the follounng speech : ] 

Sir, I rise to move the resohition which stands in my name and 
which reads as follows : 

That tbia Counoil reoommendi that the amount of the new loan for next 
year be raised from £5,925,300 to £7,' 25,300 and that ihe extra two milllona be 
set apart to constitute a new fund to be called the Opium Pund, or in the 
alternative, be devoted to non-reourring expenditure on Education, Sanitation 
and Medical Relief, 

I must at the outset explain to the Counoil why it is that I have 
worded my resolution in the manner 1 have done, and why, when I do 
not want the loan for next year to be really raised, 1 appear here as 
though I wanted that loan to be raised. My reason is that the rules of 
this Council, the rules which govern this discussion, are to a great 
extent defective, and till they are modified the only way in which I 
can raise the discussion, which I am anxious to raise today, is in this 
roundabout manner. The Council is aware that this year, I mean the 
year which is about to close, there is a large surplus made'up of two 
part®. There is what the Finance Department calls the Opium surplus, 
and there is the ordinary or non-Opium surplus. The total amount of 
these two surpluses has not been, in my opinion, stated as it should 
have been by the Department. The total, as 1 will proceed to show, is 
£5^ millions or Bs. 8 crores. A portion of it is hidden away under 
one head and another portion under another head. And the final 
surplus, actually shown by the Department, is about £3} millions. 
A careful analysis, however, shows that the real total surplus is £5^ 
millions and not £3| millions. This surplus is made up of £3 millions 
under Oidum, and about £2i millions under other heads. Out of this 
Zi millions, grants have been made to Local Oovenunents amounting 
to a total £lt millions sterling. The Finance D^artment says tiiat the 
grant of £1 million for education and sanitation has been made out of 
the Opium surplus. I do not see why it was neoessary* to touch the 
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Opium surplus for this grant; there was the ordinary surplus available, 
and the whole grant could have come out of that ordinary surplus and 
the Opium surplus could have been left intact. That however is a point 
with which I will deal later. The facts, as they are stated in the 
Financial Statement, show a surplus of £3^ millions— £2 millions as 
the surplus under Opium and £1| millions as the non-Opium surplus ; 
and what the Finance Minister has done is to devote the two millions 
Opium surplus to the reduction of debt, the remaining £1^ millions go* 
ing into the ctish balances of the country. Now, Sir, my object in 
moving this resolution is to recover that sum of 2 millions which 
the Government of India have decided to devote to the reduction 
of debt. I would like to have that sum back and devote it, in the first 
instance, to the creation of a new fund, a reserve fund, to be called the 
Opium Fund. Or, if this proposal is not acceptable by the Council, I 
would propose that these 2 millions should be devoted to non-recurring 
expenditure on education, sanitation, and medical relief. 

Sir, if, under the mles, 1 could have raised a direct discussion as 
to the dispositions of this year, i. e., the dispositions in the revised 
estimates, I should certainly have brought in my motion in a more 
direct form. But there is a rule which lays down that our resolutions 
at this, the first stage of the financial discussion, should be confined to 
any alteration in taxation, any new loan or any additional grant to 
Local Gk)Yernments mentioned or proposed in the Finaficfal Statement 
or in the Explanatory Memorandum accompanying it. And the 
Financial Statement has been defined in the definitions as the budget 
estimates for the year next following, the revised estimates for the year 
about to close not being included in the definition. 1 think the jlefini' 
tion requires to be altered, the Financial Statement being made to 
include net only the budget estimates for next year, but also the revised 
estimates for the current year. Otherwise all that the Finance Minister 
has to do is to say nothing in the Financial Statement about any 
grants to Local Governments, but to start making such grants as soon 
as the budget discussion is over, and go on making them during tha 
year. By the time we come to the end of the year, all these grants^ 
as already made, will appear in the revised estimates, and they can 
then, under the present definition, escape the discussion to which we 
are entitled to subject them. However, the rule being there in its 
present form, 1 did not like to take any risks. Possibly, if I had warded 
the motion in a more direct form, it might have been allowed, as a matter 
of grace, as I see some other motions have been allowed. But I did not 
like to take the risk of the motion being disallowed, and 1 therefore 
have worded my resolution in this round-«bout manner. By this 
nteans 1 raise the matter under the head of the new loan for next year 
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prcvposal is that the loan which the Government proposes to raise 
during next year should be 8 millions instead of 6 millions. This extra 
two millions will be no increase in reality in our indebtedness because 
the Government are reducing our debt this year by 2 millions taken 
out of the Opium surplus, and all I propose is that after the new year 
begins it should again be raised by 2 millions, so that there should be 
no real change in the debt. My object thus is to recover for the country 
the two millions which the Hon'ble Member proposes to devote or has 
devoted to the reduction of our debt, and the actual wording of the 
resolution is merely a matter of form rendered necessary by the rules 
as they stand today. 

t 

Sir, I said at the commencement that our real surplus this year 
is millions or 8 crores of rupees. It will be seen on a careful exami* 
nation of the Financial Statement that there are two series of doles — 
those doles which the Finance Minister once condemned— which reduce 
it.by If millions. 1 am not sony that these doles have been given this 
year, because they are for purposes which 1 entirely approve. But 1 
remember the Hon'ble Member expressing himself once somewhat 
strongly against the policy of doles. The doles this year are a grant 
for non-recurring purposes, for sanitation and education, of about a 
million, and another grant to various Local Governments for various 
objects of public utility, roughly amounting to about three-quarters of a 
million. The, two together amount to millions. Now, if the whole 
of this II millions had been taken out of the ordinary surplus, leaving 
the Opium surplus alone, even then there would have been half a million 
of the ordinary surplus left. What the Hon’ble Member has, however, 
done is this. He takes 1 million out of the 3 millions Opium surplus, 
and gives it to education and sanitation ; then he takes | of a million 
out of the other 21 millions, and gives it to various Local Governments 
for various purposes, thereby leaving behind a million dnd a half of 
the second and 2 millions of the first surplus, or a total resulting surplus 
of 31 millions. Now, Sir, I do not understand why he has done all this 
in this way. The special grant to education and sanitation could as 
well have come out of the non- Opium surplus. The special Opium 
surplus might have been left alone to be dealt with in some special 
manner— for redemption of debt, as the Hon’ble Member proposes, or 
for creating a special reserve, as 1 am going to propose. There was 
ample margin for both series of grants out of the ordinary surplus, and 
i do not understand why some money has been taken out of one surplus 
and some out of the other, and the resulting surpluses, under the two 
heads, shown as they have been in the Statement. However, tha^ does 
not affect my resolution in any way. 1 suggest tiiat this Opium surplus 
which stands at 3 millions, though the resolution raises a discussion 
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only about 2 millions, should be set apart to constitute a new fund 
which I would call the Opium Fund or Opium Reserve or by some such 
name ; and I further suggest that we should go on adding to it all the 
additional Opium surpluses that the Hon’ble Member or his successor 
may earn during the next few years, and the fund thus created allowed to 
accumulate, so that when the Opium revenue comes to be extinguished, 
the inconvenience and dislocation arising from that extinction should 
be partly met by drawing on this fund; in other words, that this fund 
should enable the Oovernment to distribute the inconvenience of the 
loss of Opium revenue over a longer period than would otherwise be 
possible. 

r 

Disposal of Opium Surplus 

Sir, this question of the disposal of the Opium surplus is in reality 
a most important question, and 1 would ask the indulgence of the 
Council while I state why, in my opinion, the course which 1 have 
suggested should be adopted. Last year, when I urged that instead of 
including the whole of the Opium receipts in the revenue for a particular 
year, we should have a sliding scale of a diminishing Opium revenue, as 
that revenue was marked out for extinction, the Hon’ble Mr. Meston*, 
in whom we all are glad to recognise a master of debate, tried to turn 
the point of my contention against me by saying that that was preci- 
sely what the Government were going to do; only he could not reconcile 
my advocacy of that scheme with my complaint in t!ie baflier part of 
the debate that the Government had underestimated the Opium revenue. 
Now, my position at that time was perfectly clear. Sir Edward Baker’ 
had stated in this Council three years ago when he first announced to 
the Council that the Opium revenue was doomed, that if the Government 
of India were allowed to spread the loss of that revenue over ten years, 
which at the^ time meant an annual diminution of 50 lakhs, the Gov- 
ernment would be able to stand the loss without recourse to extxa 
taxation. And what I meant was that this sliding scale which has been 
devised this year should have been brought into operation then — not 
after two years of the excess revenue had been enjoyed by Govern- 
ment and used for ordinary expenditure and after extra taxation 
had been imposed in order to meet the deficit caused by an uncontrolled 
growth of expenditure. My contention was that the sliding scale 
should have been brought into existence when the announcement was 
first made here in this Council that the Opium revenue would disappear 
in ten years. However, better late than never, and I am glad the 
Finance Department has at last introduced a sliding scale; only, instead 


1. see foot*note on p. 162. 


2. see foot-note on p. 51. 
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of sn anmtal diminution of 50 lakhs, it must now be about 85 lakhi, 
as we have now only seven years in front of us instead of ten. 

Now, Sir, if the Government could spread the loss of this Opium 
revenue even over the next seven years, possibly the Finance Depart- 
ment might be able to find annually this margin of 85 lakhs out of the 
normal growth of revenue, and they might be able to meet the difiScul- 
ties that the loss of revenue would create without having recourse to 
extra taxation. I think this is just possible, though 1 do not know what 
may actually happen. But will the Government have the whole period 
of seven years to distribute this loss over ? 1 think there are many 
indications that the Government of India will not get seven years, that 
in the course of four years, possibly even three years, this Opium reve- 
nue may go. Let us assume that it will go in about three years. It is 
only wi&3 to be prepared for a contingency like this, as events are 
clearly moving in that direction. I may say at once that personally I 
do not regret the prospect of this loss. I have always regarded this 
Opium revenue as a gn'oat stain on our finances, because it is drawn from 
the moral degradation of the people of a sister country. Indeed, 1 am 
glad that this revenue will go, and I do not mind having to face the 
situation which the loss will create. At the same time, 1 would, in 
prudence, prepare for the contingency from now. Assuming that th 
Opium revenue is extinguished in the course of three years, what wil 
happen ? 'The ' sliding scale of the Finance Department assumes a 
period of seven more years for total loss. The Department takes for the 
current year an Opium revenue of 7 crores, for the next year of 6 orores 
15 lakhs, for the year following that about 5^ crores, and so on. But if 
the Opium revenue is extinguished in the course of three years more, 
the sliding scale will not carry us lower down than to about 4| crores 
for the last year, instead of to only 85 lakhs, as would be the case on a 
seven years’ basis. And, Sir, if this happens, as sure as the fact that 
we are here in this room today, the Finance Department will have re- 
course to extra taxation to fill up the gap. And as 1 am anxious to 
guard the country against such a course, 1 bring forward my proposal 
for the creation of an Opium Reserve Fund today. 

My proposal, Sir, is this. The additional Opium revenue by which 
I mean the excess over the sliding scale — which is 7 crores for the 
current year, 6 crores and 15 lakhs for the next year, and so on— is 
rendered possible solely by the fact that the Opium traffic is threatened 
with extinction and that the Ohinese consumers are therefore prefMured 
to pay fancy prices iat the drug while it can be had. The very threa- 
tened extinction, therefore, is producing the surplus at present, and it 
is. only prc^r that the surplus should be utilised in order that the 
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disbcation of our finances, when the extinction does come, should 
cause as little inconvenience to us as possible. What 1 urge therefore Is 
this. This sxirplus, over and above the sliding scale, should be put aside 
year after year. We have 3 millions this year, we might have, say, 
2 millions next year, and, say, another 2 millions during the following 
year, and at the end of the third year let us suppose that the Opium 
revenue suddenly disappears altogether. According to the sliding scale, 
the fourth year will require an Opium revenue of 3} orores, the fifth 
year about 2|| crores and so on. Meanwhile our Opium Reserve Fund 
will amount during the next three years to 7 millions. If we have 
such a Fund, we can draw on it to fill pp the gaps for the fourth, fifth, 
sixth and seventh years, and thus obviate a recourse to extra taxation. 
Thus, by creating this Opium Reserve, we shall be able to spread the 
whole loss over seven years— the period which the Government of India 
are anxious to spread it over— even if the actual extinction takes place 
in three years. Of course, if you devote this money to the reduction 
of debt now, and if the Government will borrow when the need arises to 
fill up the gap for purposes of current expenditure, then I do not 
press my proposal. 1 recognize that there is no special merit in a 
separate fund. But the Government has never so borrowed. The 
Government will never borrow for recurring purposes even tempora- 
rily, especially when the prospect is to have to borrow for a number of 
years ; and I am quite sure, if a proposal to borrow is, made by any 
Member in those circumstances, we shall have sermons in'thls Council 
from the Finance Minister about the unwisdom and impolicy and 
extravagance of borrowing for ordinary purposes. Therefore if the 
Opium revenue is extinguished in, say, three years — and it is by no 
means improbable — while the surpluses during the three years will be 
devoted to a reduction of debt, when the threatened extinction comes, 
instead of again borrowing to the extent of the reduction effected, the 
Government will impose extra taxes. If, however, the Government 
have this Opium reserve at their side, there will be no excuse and no 
justification whatsoever for the imposition of extra taxes. Of course, 
I do not object to extra taxation for other purposes. But, other things 
being equal, I do not want any extra taxation to meet the loss of the 
Opium revenue. 


Real Unproductive Debt Very Small 

Sir, it may be said that, after all, a reduction of debt is a most 
excellent object, and as the future may well take care of itself, the 
Finance Minister is justified in devoting his su^piusee to a reduction 
of debt, thereby leaving his successor the burden of a smalls debt If 
the d^t of this country — ^I mean the csrdinary debt — hadbeenahnge 
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debt, similar to the mammoth d^ts of Western countries, 1 would have 
understood such a course, and 1 would not have opposed this policy as 
1 am doing now. But what is our unproductive debt ? I think an 
enquiry into this question is useful in view of what the Finance 
Member says in bis Financial Statement. He says there that two 
millions will be devoted to a reduction of debt, because thereby our 
credit would be strengthened. With all deference, Sir, 1 beg leave to 
say that in speaking thus he is merely using a Western formula— a 
f(»mula which in India has no application because of the trifling 
amount of our debt Sir, what is the amount of our debt ? Our total 
debt is made up of various component factors. There is the permanent 
or funded debt There is the temporary or unfunded debt And there 
are various funds with the Government, such as saving banks deposits, 
service funds, special loans, judicial deposits in courts, and so forth. 
Against this the Government have their Railways and Irrigation works, 
their loans and advances to Local Bodies, Native States and cultiva- 
tors, and their cash balances. Deducting these latter from the total debt, 
what remains is the true ordinary or unproductive debt. Now taking 
the figures for 1907-08, and bringing them up to date, we find that in 
1907-08 the permanent debt in India was 88’55 millions; the permanent 
debt in England was 156 48 millions, or, in the two countries together, 
245 millions. That was the funded permanent debt in that year. The 
unfunded debt in that year was only 1 million. Then, about 20 millions 
represented special loans. Service funds, Savings Banks deposits, depart- 
mental and judicial deposits and miscellaneous obligations of the 
CSovernment, or total liabilities of 266-28 millions or 400 crores of the 
liabilities of the Gk)vernment. As against this, the Government of India 
had in that year 177"7 millions invested in Railways and 29 87 in Irri- 
gation Works, oratotal of 207«37 millions under the two heads together- 
The Railway debt was earning about 5 per cent., the Irrigation debt 
about 7 per cent. Therefore it was really no debt at all in the sense in 
which the term debt is used. That accounted for 207 out of 266 millions. 
Then the loans and advances by Government to various Local Bodies, 
Native States and cultivators amounted in that year to 13 millions 
and the cash balanoee were 18-6 millions. Thus 239 millions out of 
266 28 millions represented the investments and cash balances of the 
Government, leaving only about 27 millions of real unproductive debt 
for the country. This was in 1907-08. Since then the position has 
undergone some deterioration. Of course there has been additional 
borrowing for Railways and irrigation; but we need not take that into 
account since Railway and Irrigation investments are earning 5 and 7 
per cent, interest respectively. But there was a deficit in 1908-09 
of 3*74 millions. In 1909-10 there was a sujplus of *61 million. 
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and this year, excluding the Opium surplus of 3 millions, there 
ie still a surplus of >49 or half a million. The position therefore 
during the last three years has undergone a deterioration by 
about 2*64 millions, and we must add that to the figure for 1907-08 to find 
the total unproductive debt at the present moment. This comes to 
29 7 millions, say 30 millions. Or, if the Finance Minister will prefer 
it, I am prepared to take the funded unproductive debt, as it appears in 
our accounts, which is 37 millions. That means making a present of 
about 7 millions to the Hon’ble Member ; but I will do so and will take 
37 millions for the purposes of my argument. Now, Sir, what is a total 
unproductive debt of 37 millions for a vast country like India ? What is 
such a debt compared with the huge debts of other countries ? And is the 
reduction of this trifling debt a matter of such paramount importance 
that everything the Finance Department can lay hands on should be 
devoted to this reduction to the practical exclusion of all other useful 
objects, as has been done during the last ten or twelve years ? Sir, ray 
protest against this policy of the Government has been a long-standing 
one. Year after year, for the last ten years, 1 have been raising my 
voice in this Council against this policy; but so far without much effect. 
How does our unproductive debt compare with that of other countries ? 
In England, at the present moment, you have a national debt of over 
700 millions, corresponding to our unproductive debt. In France it is 
over a thousand millions. In several other countries it is four to five 
hundred millions. Even in an Eastern country like China it is about 
110 millions, though the annual revenue of China is much smaller than 
ours. The Hon’ble Member speaks of the necessity of strengthening 
our credit. If we look at the rates of interest at which different countries 
borrow, it will be found that our credit is exceedingly good. 

fjjeasonable Sinking Fund for Ordinary Debt 

The bulk of our debt is at 3^ per cent., whereas Japan borrows 
at from 4 to 7 per cent.; Russia borrows at about 5 per cent.; Turkey 
bonrows at 5 per cent, and over; China borrows at between 4 and 7 per 
oent.-4 per cent, in a few cases, 6 and 7 per cent, being the usual rate. 
Even Italy borrows at a higher rate than India, the bulk of Italy's debt 
being 3$ per cent. I therefore contend that our credit is excellent, and 
I think the Hon’ble Member need not be in a hurry to improve it 
still further. Moreover, when a debt is as small as ours, credit is 
strengthened by its diminution only theoretically. I do not say that 
our debt should be left where it is. I am quite willing that there 
should be some provision for a regular reduction in the ordinary debt 
of the country. I am quite willing that there should be a Sinking Fund 
of a definite amount; but when the requirements of such a fund are 
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provided, all money out of the revenue over and above it should b« 
devoted to pressing objects of public utility, such as education, sahita^ 
tion, medical relief, and so forth. Now, Sir, if we examine next year's 
Financial Statement, we shall find a sum of 2 orores already devoted to 
the reduction of debt, i. e., already serving the purpose of a Sinking 
Fund. Seventy-five lakhs are provided under the head of Famine 
Belief and Insurance to avoidance or reduction of debt ; and under 
Railway expenditure we have a sum of over £800,000, or about li orores, 
devoted to the redemption of Capital ; and according to our system of 
accounts that finally shows itself as a reduction in our ordinary debt. 
Therefore, we have IJ crores under Railway Capital expenditure and 
three-quarters of a crore under ‘ reduction or avoidance of debt, or 
roughly a sum of 2 crores devoted to reduction of debt. I am quite 
willing that this should be a standing Sinking Fund. If, in any year 
the Government cannot afford these 2 orores, I am willing that the 
deficiency should bo a first claim on the surpluses of succeeding years* 
If, further, there is any deficit in any year, that deficit should be a first 
claim on the surplus of the years that follow. But when you have 
provided for this Sinking Fund and for covering ordinary deficits, I 
think all money, in excess of that, should be devoted to non-recurring 
expenditure on those objects with which the moral and material well- 
being of the people is intimately bound up. Sir, a Sinking Fund of 2 
orores a year is four times as large as what rich England is providing 
for her toda3i:;. *The total debt at present is about 750 mil Ho na, 
Between the Crimean War and the South African War, England 
reduced her debt by about 200 millions. It was about 836 millions at 
the close of the Crimean War. It was about 635 millions at the begin- 
ning of the Boer War. In other words, England reduced her debt during 
the interval by 200 millions or 5 millions a year. This means a Sinking 
Fund of a little over i per cent, on the first debt. During the last eight 
or nine years they have reduced the debt from over 800 millions — the 
figure at the close of the Boer War— to 750 millions, a reduction of 
about 50 millions ; that amounts to about 1 per cent, on the first debt. 
Therefore, you find that in a wealthy country like England the Sink- 
ing Fund does not exceed about 1 per cent, of the debt. Here, in India, 
I am willing to allow 2 orores annually to get rid of our small debt of 
37 millions. This means a Sinking Fund of 4 per cent, as against 1 per 
cent in England. Surely the Hon’ble Member should be satisfied with 
this, and all money over and above this amount ought to be available 
for other pressing purposes which require large outlay very badly. 

Baiter Grants for Nation-Building Departments Urged ' 

Sir, for these purposes — Education, Sanitation and Medical 
Rdief— while a great deal of recurring expenditure is, no doubt, 

0.-S7 
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necessary, there is also a vast amount of non-reourring expenditure 
absolutely required. And the need is most urgent. Seven out of every 
eight children are growing up in India in ignorance, while the State in 
every other civilised country has made the free and compulsory educa* 
tion of its children one of its primary duties; four villages out of dve 
in this country are without a school Then, sanitation throughout the 
country is in a most neglected condition. The death-rate, already high, is 
growing higher and higher ; the latest figures show that the death-rate 
is now over 38 per thousand. For providing school-buildings for primary 
schools, hostels for secondary schools and colleges, for initial outlay 
on technological institutions, for drainage and water works, an enorm- 
ous amount of money of a non-rechrring character is required, and 
there can be no more beneficent expenditure of public money after a 
Sinking Fund has been provided. 

My proposals, therefore, are these : I propose, in the first place, 
that the Opium surpluses, over and above the figures of the sliding 
scale, should be set apart to constitute a new fund to be called the 
Opium Fund. In the event of this proposal not being accepted, I pro- 
pose that the whole of such surpluses should go to meet non-reourring 
expenditure on Sanitation, Education, and Medical Belief instead of 
being devoted to a reduction of debt. At the same time I propose that 
a Sinking Fund of a definite amount should be created and that all 
sums over and above that Sinking Fund should be applied to the objects 
I have mentioned. Sir, I move the resolution which st&nds in my name* 

I At the end of the debate on the resolution on the. Opium Fun.', by 
way of reply, Q-okhale spoke as follows : ] 

Sir, I should like to say a few words in reply to what the Hon’ble 
Mr. Meston has said, before this resolution is put to the vote. The 
Hon’ble Member began by giving me credit for sleights-of-hand and 
feats of jugglery of which I have considered myseif more or less 
innocent However, I should like to know where the sleights-of-hand 
and the jugglery have come in. So far as the two surpluses, the Opium 
surplus and the non-Opium surplus, are concerned, 1 only wanted to 
know why the Department had set apart one million for Education and 
Sanitation from the Opium surplus instead of from the other surplus 
in which there was a margin for it The Hon'ble Member could then 
have kept the whole of the three millions of Opium surplus intact He 
could still have given us the money for Sanitation and Education; he 
could still have made those grants to Local Governments of about a 
orore and four lakhs for various specific purposes, and yet he would 
have had a non-Opium surplus of half a million. I wanted to know 
why, instead of adopting this simple course, the other has been adopted 
by the Government; but no answer has been forthcoming to that; and 
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iiistead of giving the explanation asked for, the Hon'ble Member 
desoribes my presentation of figures as a feat of jugglery. However it 
Is a small matter, and may well rest where it is. 

So far as the policy of providing a sliding scale of diminishing 
revenue for Opium is concerned, I entirely approve of it. I suggested 
that course myself last year, and 1 am convinced that that is the only 
safe and sound course. The question is, what is to be done with the 
surplus that you get over and above the revenue of this sliding scale ? 
The Hon’ble Member said the Government would devote the excess 
just now to reduction of debt, and, when the time comes, they would 
consider what they should do-*-whether they should again raise 
their unproductive debt or adopt such other means as in their wisdom 
and with the advice of the Council they might think proper— 
which means impose additional taxation, which they are sure to 
do. Sir, 1 have been following Indian finance for the last twenty* 
five years with some interest, and if I know one thing, it is this. When- 
ever there is a deficit, the occasion is straightaway utilised by the 
Government for imposing additional taxation ; but, on the other hand, 
surpluses have been rarely followed by a remission of taxation. It is 
only when it becomes absolutely impossible to maintain the old level of 
taxation any more, that remissions are granted to the people, and that 
very tardily. The reason for this is obvious. The Department does 
not care to relinquish its hold on the money, if it can help it Public 
opinion in the country is weak. There are no electors here to win 
over, to placate, or to please, and the Government having the money, 
do not want to let it go. 

Sir, the Hon’ble Member has said a good deal as to the form of 
my resolution ; but 1 really think he need not have spent so much of 
his energy on it He knew quite well what I had in my mind, and 
indeed, last year, it was he himself who put me in the way in this 
matter. 1 was then in a difficulty as to how to raise a similar question, 
and the Hon’ble Member came to my rescue and pointed out to me 
how I could get round the rules and raise the discussioa I then followed 
his advice and was very grateful to him for it; and all I have done this 
year is to adopt the same course again. He knew what I had than in 
view, and he knows what I have in view today ; and therefore all that 
he has said just now about not raising any more loans, about the 
inadvisability of adding to our indebtedness, was really scnnewhat 
unnecessary. 

No Reduction of Debt Out of Surplus 

Then, Sir, the Hon’ble Member says that, in the (pinion of the 
Finance Department, with its conservative view in this matter, a 
reduction of debt is the wisest policy to pursue in such oiroumstanoes. 
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Our debt, boweyer, is extremely small, and my question is, how much 
do you want annually, as a sinking fund, to reduce this debt still fur- 
ther ? Next year, for instance, you have already provided two crores 
for the purpose out of the ordinary revenue of the country. Are you 
not satisfied with that ? Do you want three crores, four crores or five 
orcnes every year in order to reduce this debt of 37 millions ? The 
Hon'ble Member has not attempted any reply to that. Of course a 
small debt is a most convenient thing for official speakers on the sub- 
ject of Indian finance. It provides exceedingly good material for 
glowing periods to adorn the perorations of official speakers on the 
subject of the management of Indian •finance, whether here or in Par- 
liament But that is hardly any consolation to us who want so much 
money in so many directions for those pressing and all-important 
objects that I have mentioned. As to whether we can spend large sums 
on non-recurring purposes usefully, 1 think the Hon’ble Member may 
ask the Hon’ble Mr. Butler.^ After the Conference that we had at 
Allahabad recently, I am quite sure that the Hon’ble Mr. Butler would 
at once give him a programme that would show that not one but 10, 
15 or even 20 millions could be usefully employed as non-recurring 
expenditure in the directions 1 have indicated. It is quite true that 
two years ago we had a deficit. But is that a fair way of putting it ? 
We had a deficit two years ago ; but the deficit came after ten years of 
surpluses. Why does the Hon’ble Member take 1908-P9 as^he starting 
point ? Why does he not take a point two or three years before that ? 
You had ten years of surpluses during which period you realized— you 
will find, if you will refer to the returns— a total of about 26 millions 
as siuplusee. After 26 millions of surpluses had been realized you get 
one year of a deficit of 374 millions, after which you again have two 
small surpluses. And you insist on making up for the one deficit by 
devoting to paying it off succeeding surpluses, regardless of the fact 
that there have been 26 millions of surpluses behind. It only means 
that whenever you have money, you want to devote it to the reduction 
ci debt, because somehow that is the ambition of every Finance Minis- 
ter ; and when you have a deficit, you keep that deficit before the 
public till you are able to get some more money to wipe it off, I really 
think. Sir, that the country has a right to complain of this policy. 1 
am speaking of the general policy followed year after year in this 
matter, not of the policy adopted in this particular Bu^t. I have 
already expressed my great satisfaction as to some of the principles 
laid down and the dispositions made in this Budget We are gratkul 
to the Hon’ble Finance Member for what he has done, for he has dope 
what we did succeed in inducing any previous Finance Minister 

, 1. Bdoestioii Wcmber, Govwammt at lodia, at tbe Utae. ' - ^ 
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to do. He has given us a million for Education and Sanitation, and 
those of us, who have bean raising our voice in favour of such a grant 
year after year these several years, surely we are not likely to be 
wanting in gratitude to the Hon’bla Member for this. But the Hon’ble 
Member does not yet go far enough. One million is good, but three 
millions would be better. If he would set apart these three millions to 
constitute an Opium Reserve, then 1 do not want them for the other 
purposes mentioned ; but if you are going to use the money for reduc- 
ing debt, we deem it our duty to protest. As my friend, Sir Vithaldas 
Thackersey^ has pointed out, if you devote 2 crores a year to the reduc- 
tion of debt, you would be able to wipe off the whole amount in the 
life-time of a single generation. My friend was not right about the 75 
lakhs. The total amount under Famine Insurance is 150 lakhs, of 
which half is devoted to protective irrigation, when there is no demand 
for actual famine relief, and the. other half, that is, 75 lakhs, is devoted 
to a reduction or avoidance of debt. Therefore, the sum is generally 
available for reducing debt along with the amount that is provided for 
the redemption of Capital under Railways. 

Before resuming my seat, I would request you. Sir, to put the 
resolution to the vote in two parts, under rule 16. Rule 16 says : “ if 
any resolution involves many points, the President at his discretion 
may divide it sft that each point may bo determined separately.” I 
recognise the force of some of the observations of the Hon'ble Mr. 
Madge. There may be other Members who would be willing to support 
me in my proposal about an Opium Reserve Fund, but who would not 
care to have the whole of the money assigned to Education, Sanitation 
and Medical Relief. 1 am therefore quite prepared to ask. Sir, that 
you, in your discretion, may put the two parts of this resolution to the 
vote separately ; namely, first, that the two millions be devoted to the 
creation of an Opium Fund; and, if that fails, then that it should be 
devoted to Sanitation, Education and other purposes. 

( The first part of the resolution was put and rejected, 15 voting 
for and 39 against. 

The second part was then put and also rejected. ) 

1. K big textile raill-owDer in Bombay : President, Bombay Mnnieipal Corpora* 
tion, 1907; Ch^rman, Millowners* Association, Bombay; President, Second Industrial 
Conference, 1906 : Chairman, Bank of Baroda, and the Central Co-operative Bank, 
Bombay: Member, Indian Factory Commission, 1907-08 ; Member, Imperlaf Logis* 
Jatlvo Council, 1910-13. • 
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FEES IN PRIMARY SCHOOLS 


1 In the course cf the discussion on the Finandcd Statement, Mr, 
Mazhar^id-Haque^ made a motion that the grants to Local Governments 
be increased by such an amount as will enable them to remit the fees pay- 
able in Primary Schools for the coming year. SpeaHvg on the motion, 
Ookhale made the following (hservations : ] 

Sir, I wish to offer a few observations on the resolution which my 
Hon’ble friend Mr. Haque has moved.* Sir, personally I do not wish to 
press the question of the remission of fees at this time of day. 1 may 
mention that I used to raise this question in this Council year after 
year for several years, and that the resolution of the Government, to 
which my Hon’ble friend referred today, was issued after a discussion 
in this Council initiated by myself. However, in view of the expres- 
sions of opinion that have come from several Local Governments, it 
is necessary to consider how far the Government is likely to remit fees 
and make education free at once. Of course, no one will rejoice 
more than I if Government is able to remit fees and make edu- 
cation free. It is a matter of 32 lakhs a year to begin with— this remis- 
sion of fees ; and if the Government so choose, they can do it. This 
would mean making it free first and compulsory afterwtirds, or it might 
be made compulsory first and free afterwards, whichever way we 
begin; we have all to advance towards the same goal, namely, free and 
compulsory education for all the children in this country. I hope to 
introduce in this Council in a few days, if Government will permit me, 
a Bill to empower municipalities and local boards to make primary edu- 
cation compulsory within their areas. The Government have given a 
Imrge non-recurring grant to primary education for next 3 rear. 1 wish 
the Government had at the same time given a recurring grant to 
primary education to be distributed among the provinces. A non-recur- 
ring grant, without a recurring grant to support it, is likely to be 
largely thrown away ; it will be spent on school buildings or it may be 
spent on buildings for training institutions; usefully spent, no doubt ; 
but in order to make it really effective, it is necessary to [supplement it 
with a recurring grant. It may be that, as the Department of Education 
has been only recently created, it is not yet ready with its programme 
and so the question of a recurring grant has been simply postpon- 
ed, and possibly the Finance Department may be able to find money 
later. If that is so, I have nothing more to say; but if there is no 
intention to find money for recurring purposes during this year, and if 


1, see foot-note on p. 192. 
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the Education Department is expected to wait tiQ next year, then I 
would respectfully urge that it should not be so and that some pro- 
vision should be made in the budget for next year for a recurring grant 
for primary education. 

{ The resolution was rejected ) 

Financial DiBcaation, 1911-12, Fir ml Stage, 7 th March 1911, 

SANITATION IN EASTERN BENGAL AND ASSAM 


[ Mr, Sijecl Shamml Hudu} movpd a resdution proposinq that the 
grant to Eastern Bengal and Mmjm f(fr Sanitation he raised from 
£60^000 to £100,000. Ookhale made the following remarks on the 
resolution : ] 

Sir, I have no wish to object to this resolution ; not at all ; in fact 
I wish good luck to every one who wants anything from the Finance 
Minister But I would like to know on what principle these grants 
have been based. I see no principle, looking at this list ; probably the 
allotment is made in the spirit of the financial administration, prior to 
the year 1870, when the Government that clamoured most got the 
most. These grants have no necessary relation to either the revenues 
which the different Provincial Governments enjoy, or to the expendi- 
ture on Sanitation and Education-! take the two together-which they 
incur. I shall^ tlierefore, be very glad to hear from the Finance Depart- 
ment on what principle the grants are based. 

( The resolution was rejected ) 

Financial DiBCUBBian, 1911-12, Firat Stage, 8th March 1911. 

SUBSIDY FOR VERNACULAR PAPERS 

[ Mr. Bhupendra Nath Basu^ moved a Resolution recommending that 
the special grant to the Government of Bengal be redumt by the sum of 
Rs. 65,000, the amount, which the Government of Bengal had promised as 
subsidy tmvards a Vernacular paper to be started, in Bengal. In support- 
ing the Resolution, Gokhale spoke as folloivs : ] 

Sir, I wish to say a few words in support of the Resolution which 
my HonT)le friend Babu Bhupendranath Basu has placed before the 

1. Was Professor of Arabic and Persian in the Calcutta Madrasa ; resigned and 
joined the Bar ; Tagore Law Lecturer, 1902 ; President, All-India Muslim League, 
Secretary, Bengal Landholders’ Association. 

2, Chairman, Reception Committee, Indian National Congress. 1911; an elected 
member, first of the Bengal and then of the Imperial Legislative Council ; President, 
Indian National Congress, 1914 ; member. Council of India. 
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OounoiL I wish to support this Resolution, first, because, there is a 
report abroad that other Governments, besides the Government of 
Bengal, intend to follow suit, and secondly, because, though this 
matter concerns, in the first instance, Bengal alone, still there is a large 
principle involved in this question, and 1 think it is as well that that 
principle should be discussed from all points of view. But, Sir, before 
Isay what I have to say on the subject, 1 would* like to prevent, if 
possible, an injustice being done to the gentleman who has come for- 
ward at the instance of the Bengal Government to undertake this work. 
1 refer to my friend Rai Narendra Nath Sen BahadurV lam anxious 
that no wrong impression should go forth from this Council Chamber 
about the intentions or motives of the Rai Bahadur, or about the terms 
on which he has accepted this work from the Government. Rai Naren- 
dra Nath Sen Bahadur is one of the veteran journalists and public men 
of this country, and many of us, including, I am sure, my friend Mr. 
Basu, have held him in the highest respect for all the time that he had 
been in public life. And 1 feel bound to say this for Rai Bahadur 
Narendra Nath Sen, that among the public men of the country he is 
second to none in straightforwardness, in courage, and in strength of 
conviction; and it must also be recognized that he has laboured long 
and incessantly for the welfare of the country. I am quite sure, there- 
fore, that the description of a “ paid hack ** is the very last that can 
ever be applied to Rai Bahadur Narendra Nath Sen. At the same time 
I must say that the Rai Bahadur has undertaken*a ^as)c which is 
beyond the power of any human being. If the Government are anxi- 
ous that misrepresentations of their acts and intentions, which, from 
time to time, appear in the Vernacular Press, should be corrected 
promptly — a desire which I can understand and with which I largely 
sympathise — whatever other course might be effective, this certainly 
is not an effective course. ITar better that the Government should have 
an organ of its own, an open State organ conducted out of State funds 
and issued as a State publicatioa Or there are other possible ways, to 
one of which I will presently refer. But the course actually adopted 
by the Bengal Government is about the worst that could have been 
adopted; and I am quite sure that it will be found to be absolutely in- 
effective in practice. However high may be the character or the motives 
of a man who comes forward to conduct a subsidized paper, there can 
be no question about the fact that so far as the bulk of the readers, t. 
of &e public, is concerned, there wlU always be an impression that the 
ppinion expressed in the paper is not an independent opinioa And in 
file present case, for one man who knows Rai Narendra Nath Sen 
Bahadur personally, 99 will only judge him from appearances. When 

1, Was editor of the Indian Mirror^ a daily pabltsbed from Calcutta* 
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it is known that the paper depends for its existence upon a large snh* 
sidy from the Government no further proof will be required by most 
people to discredit the paper and, along with the paper, all that appears 
in it. 

An Avowedly Govemmeni Organ Preferable . . 

I have said, Sir, that I can quite understand the desire of the 
Government that they should have a few friends at least in the ranks 
of the VernaculEur Press — papers that will give them fair play, papera 
that will assume the best till the worst is proved. 1 quite recognise 
that situations sometimes arise when this desire may be strongly felt 
by the Government. But I am firmly convinced that the only way in 
which a real remedy can be found for such a state of things is by 
working for a general improvement in the situation of the country. 
Some of the remedies proposed, from time to time, may go some way, 
A State paper, for instance. Such a paper would have certain advanta* 
ges over a subsidised paper conducted by a private individual As my 
Hon’ble friend Babu Bhupendranath Basu has pointed out, how are the 
opinions of a subsidised paper to be regarded ? Nobody will think that 
the opinions there have the weight which would be attached to a pro- 
nouncement from Government; for it will always be doubted if the 
editor of such a paper would be really taken by the Government into 
its confidence. Then, there will be views about social questions and 
religious questions, about which Government is bound to observe an 
attitude of neutrality. Even in political matters, the paper will not 
represent the views of Government Bai Narendra Nath Sen Bahadur, 
for instance, is not the man who will conceal his views where he feels 
strongly. Are the Government prepared to accept the responsibility 
for the views which he expresses ? If not, why should the Government 
come forward and spend Bs. 62,000 in supporting a paper, the social 
and religious views of which it cannot accei^ and the political views 
of which it may not be prepared to accept? As 1 have already observe^, 
far better that the Government should issue a State publication of its 
own. Then it will at least avoid all religious and social questions ; it 
will also avoid ordinary political controversies. Whenever it notices 
misrepresentations about its intentions in the Press, it will oorrect 
these misrepresentations and the public will know authoritatively what 
the Government have to say. 

But, Sir, there is another way, which perhaps would be bbtter 
than a direct State organ. The Government might, without directly 
coming into the field, get some of its more pronounced friends or 
champions to undertake the work. There is, X undemtand, a.body 
0.-M 
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hen, called the Imperial League, of which my friend, the Maharaja 
of Burdwan^, is a distinguished member. The other day, when this 
body waited in deputation on the Viceroy, His Excellency made a 
suggestion that the members should not confine themselves merely to 
presenting addresses to departing and incoming Viceroys. And lam quite 
sure that the members themselves take the same view of their responsi- 
bilities. And they would, no doubt, be glad to come to the support of 
Government, especially when a serious question like this has to be solved. 
Many of the members of the League are very wealthy men, and, 
if a suggestion were made to them, it is more than probable that 
they would come forward to start an organ of their own — an organ 
that would actively combat the views that are circulated in a 
section of the Vernacular Press. The paper will, of course, represent 
the views of certain wealthy gentlemen in the country only, but 
they will be men who have a stake in the country, as we are often 
reminded, and their views will be free from all objections which may 
be urged against a subsidised paper, since there will be no Govern- 
ment money behind it. I think in many respects this would be a far 
more effective course to take than either a directly subsidised paper or 
even a State organ. But, when all this is said, X really do not believe 
that any of the courses will really achieve anything very much. The 
attitude of the Vernacular Press, deplorable as it may at times be, 
depends largely on a number of circumstances. Fqr one thing, the 
normal relations between the English and the Indians in {>he country 
determine it ; and the special questions which for the moment may 
happen to agitate the public mind also largely influence it. And then 
there are the v^ritings in the columns of the Anglo-Indian Press. 
What happens very often is that writers in the Vernacular Press take 
up the articles or attacks in the Anglo-Indian papers and reply to 
them. The'officials, who read these replies, apply them to themselves, 
because the writers in the Vernacular Press often express themselves 
generally against Europeans as such, taking the Anglo-Indian Press to 
represent European views. And the real remedy for this state of 
tbin gH is neither a subsidised paper, nor a State paper, nor even 
a private organ specially started by influential men, but a sustained 
and statesmanlike effort on both sides to bring about a general 
improvement in the relations between Englishmen and Indians 
in India. But whatever may be thought of this view, there is no 
question that the Bengal Government have made a great mistake, and 
I earnestly hope that a similar mistake will not be made by other 
Governments. Bengal has been fortunate in getting Bai Bahadxir 
Narendra Nath Sen to undertake- the work. Those who know him will 


I. see foot-note 2 on p. 176. 
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not need to be told that he will not express any opinion which he does 
not himself hold. But other Governments may not be equally 
fortunate. They may choose individuals for the task who have not 
the same prestige and the same qualifications as Mr. Sen possesses and 
the result then may be mpst mischievous. 

( The resolution was rejected, 9 voting for and 44 against. ) 


Pinaaeial Ditautaion, 19 1 1-12, Saeond Stage, 8th Merek 1911, 

OPIUM 

» 


Gokhale : Sir, 1 do not wish to move the resolution* about Opium 
of which I have given notice, in view of the fact that the Department is 
more or less a doomed Department now. It is quite true that threatened 
men live long ; but as the expenditure in this Department will now 
necessarily be curtailed, I wish to withdraw my resolution. 

The President : The resolution is withdrawn. 


Financial Diaauaaton, 1911“12, Second Stage, 8th March 1911. 


MINT 


[ Q-nkhale m idr. a motion for thn reduction by Rs. 80,000 in tht 
expenditure under Mint. In doing so, he made the following speech : 1 

Sir, I beg leave to move 

» 

That this Council reoom mends that the expenditure under Mint be reduced 

by Rs. 50,000. 

Increase in Establishment Charges and Contingencies 

It is somewhat unfortunate that the first of the series of resolu* 
tions which I have to move should be about a Department about which 
I have to say the least ; but as Mint happens to come first, I must 
state what I have to say in a few words. I find, Sir, on an analysis of 
the figures for the last few years that the charges of this Depetrtment— 
I am confining myself to establishment charges and contingencies — 
are a very variable amount Evidently, when there is money to be 

1 That this Council rscontmeuds that th« expenditure under Opien h# 
reduced by Rs. 90,000. 
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spent, the charges go up; when there is no money to be spent, the 
Finance Department is able to out down the expenditure on establish- 
ment charges and contingencies. 1 And, for instance, that, as in the 
case of many other Departments, the highest point of expenditure was 
reached in 1907-08. As I have already said, I am confining myself to 
charges in connection with establishments and contingencies, and I 
may state that in connection with most other Departments I will do 
the same. I find that these charges, which, in 1905-06, were 6*9 or, 
say, 7 lakhs for the Mint Department, rose to nearly 9 lakhs in 1907-08, 
and that was the highest point reached. Then, the Hon’ble Member, 
probably in view of the deficit which was then expected, put on a 
brake, and we find that in the next year— 1908-09— the charges fell 
from 9 lakhs to 7*13 lakhs. The next year, i>., in 1909-10, they fell 
still further. They fell to Rs. 6,69,000. That is the lowest figure 
reached by these charges in recent times. Now, Sir, I find that there is 
a tendency for these charges to go up again ; is it because the stringency 
of the ’fiiuincial position is disappearing? And 1 would like to know 
why this is happening. Last year the Department budgeted for 
Bs. 7,13,000, though the revised estimate is less; this year they have again 
budgeted for Rs. 7,23,000. This is a fi^re about Rs. 54,000 in excess 
of the figure for 1909-10, and my point is that, as the charges of this 
Department appear to be elastic, capable of being cut down when the 
Government wants to cut them down, and liable to go up and go up 
pretty largely, when Government have money, in viewbf the debate on 
retrenchment we had the other day and of the necessity for finding 
money for many other objects, the budget grant for expenditure under 
this head should be cut down by, say, Rs. 50,000, which I propose in 
my resolution. 

Another thing to which I wish to draw the attention of the Oouncll 
in this connection is that in the Calcutta Mint, while other charges have 
been kept down, and are, as a matter of fact, showing a lower and lower 
level, the charges in connection with Direction and Oiiice have been 
steadily rising. In 1905-06 they were Rs. 66,000; in 1908-09 they 
reached the highest point, about Rs. 85,000, and for 1909-10, the last 
year for which figures are available to me, 1 find they were at 
Rs. 75,000. Now this steady rise in Direction and OfiSoe charges requires 
j^ome explanation and d hope that that explanation will be forth- 
coming. 

Absence of Indians in Higher Offices 

One more suggestion and I have done. I find that there are seven 
|^pTO|ntments in this Department, with salaries ranging from Rs. 500 
to Ks. 3,000, and there is not a single Indian among them. If, in tbs 
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ooTirse of the nett, year, a vacancy occurs, either temporary or 
permanent, and if the Hon’ble Member will see his way to appoint an 
Indian, even if he does not give him a lower salary, he will be able to 
effect a saving. in exchange compensation allowance; and 1 propose 
that he should take advantage of any such contingency arising. 
With these few words, Sir, I commend this proposal to the Council 

[ After the Finance Member, Sir Guy Fleetwood WUsm, had replied 
to the points raised by Qokhale, Ookhale said in reply : ] 

There is only one point on which I should like to hear a word of 
explanation, and that is : why 4he charges are going up again after 
having gone down up to 1909-10. I recognise that during that year and 
the previous year the charges were going down. They reached their 
lowest point in 1909-10 — Rs. 6,69,000. There is no new coinage going 
on now, and 1 want to know why the charges are going up again. The 
Hon'ble Member has budgeted for Rs. 7,23,000 for next year. 

Sir Guy Fleetwood Wilson : I have already explained to the 
Hon'ble Member that the relation between increase and decrease 
in the cost of tlie Mint is the relation which exists between more 
coining and less coining. 

Qokhale : I do not wish. Sir, that the resolution should be put to 
the vote. After what has fallen from the Hon'ble Member, I would like 
to withdraw it. * 

( The resolution was withdrawn. ) 

Financial Diteiusion, 19Jl'l2, Second Stoic, 8th March 191 i. 

FAMINE GRANT 

I Moving his resolution on the abow subject, Qokhale said : ] 

Sir, 1 beg to move 

That this Counoil recommends that the allotment of aeveniy-fl^e lakhs of 
rupees under Famine Relief and Insuranoe, which is proposed to be devoted 
to reduction or avoidance of debt, be abolished, or at any rate, suspended till 
it becomes necessary to borrow again for meeting famine expenditure. 

Sir, I had moved a similar resolution in the course of the financial 
discussion of last year, and the first part of this resolution, at any rate, 
is a repetition of that resolution. In view of what the Finance Minister 
said yesterday, that he would consider the desirability of creating a 
sinking fund of a defi^te amount, there is not muoh point in my press- 
ing this resolution on the attention of this Council But the Htm’ble 
Member has only promised to consider the question. He has not promis- 
ed definitely to create a sinking fund, and it is just possible that he 
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taay not create it after all, in which case I should certainly like to 
enter my protest against this particular allotment of 75 lakhs. Sir, as 
I pointed out yesterday, for the next year, with this allotment of 75 
lakhs, the total sum devoted to the reduction of debt will amount to 2 
orores, and in addition to that, whatever surplus you may get under 
Opium, whether it be 2 orores or 3 or 4, will probably be devoted to the 
reduction of debt. Now, Sir, as regards the amount allotted under 
Bailways to capital redemption, that is laid down by Statute. The 
annuities have to be paid in accordance with a Parliamentary Statute, 
and therefore it is not possible to touch them, though we may take 
them into account for finding out hoiy much money is being devoted to 
.the extinguishing of debt But this amount of 75 lakhs is entirely in 
the discretion of the Government of India, and by the Government of 
India 1 mean the Government of India with the sanction of the Secretary 
of State. Last year, in dealing with this question, I gave a brief his- 
tory of this Famine Insurance Fund. I pointed out then that when this 
fund was created in the seventies — towards the end of the seventies — it 
was calculated by the Government of Lord Lytton^that, taking a period 
of about ten yeairs, the Government of India might reasonably be called 
upon to meet a famine expenditure of about fifteen orores of rupees, or 
a orore and a half every year. That amount was based on a considera- 
tion of what the Government had spent and what the Government had 
lost in the famine of 1874 in Bengal and the famines of 1876 to 1878 
that ravaged Madras, Bombay and other parts of Indid. This was 
sanctioned by the Secretary of State, and special taxes imposed to pro- 
vide an annual margin of a crore and a half for this purpose. Later 
on it came to be laid down that half of this grant should be devoted to 
protective works — railways and irrigation. Of course the first claim on 
the money is that of actual Famine Belief ; but when there is no famine 
as there is none this year, and I hope there will be none next year, 
half is devoted to protective works — at one time both railways and irri- 
gation and now only irrigation — and the other half is devoted to a 
reduction or avoidance of debt 

Use of Grant for Agriculturists* Improvement 

Now, in view of the fact that our unproductive debt is extremely 
nmeil, and there is another provision made for reducing the debt, I 
think this grant ought to be made available to the people of this country 
for other purposes. I would like, for instance, this to be applied to the 
improvement of the agricultural classes, the classes that suffer most 
from famine, so that it will not be diverted from the real main object 
for which it was created, namely, to enable these to better resist the 


1. aee foot-note on p. 171. 
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attacks of famine. Famine relief is a direct form of giving relief, and 
must, of course, have precedence ; but protective railways and irriga* 
tion are only an indirect form and they need not be the only indirect 
form ; there are other indirect forms which might do as well. If, for 
instance, you give agricultural education to the agriculturists, if you 
help them to acquire industrial education, if small industrial occupa- 
tions are promoted — in these and various other ways you can enable 
the agriculturists to better resist and tide over the effects of a 
famine. My proposal, therefore, is that this grant of 75 lakhs should 
be abolished altogether, and the money thus set free be devoted to 
some object which will improve the condition of the agriculturists 
and enable them to resist famine. 

If, however, the Government are unwilling to do this, I urge that 
the grant should at least be suspended till the Government find It 
necessary to borrow again for meeting famine expenditure. Lord 
Lytton s Government expected that every ten years they would have 
to borrow, in the absence of some special provision, such as they 
proceeded to make, a sum not exceeding 15 crores. This was, of course, 
a rough calculation. Now, during the last ten or twelve years we 
have had several severe famines; but even after finding all the 
expenditure required for the famines, the Government have realized 
surpluses exceeding 20 millions, and they would have had large 
surpluses even jf the famine grant had not existed. Therefore, 
there is no occasion now for a special grant in this connection, and 
no special provision should be made till the Government find it 
necessary to borrow again. I therefore beg to move this resolution. 

I Replying to the debate^ Gokhate said : j 

It is quite true, Sir, that neither the Finance Department nor 
myself have anything new to say on the subject. It is also true that 
for the moment the Honhle Member is unconvinced by what I have 
said, just as I am unconvinced by him ; but I am in hopes that, if he is 
unconvinced this year, he will show himself more responsive next year 
or the year after. I find some comfort in the thought that a similar 
experience has come to the Finance Department in other matters in 
previous, years. 

There is one portion of the reply of the Hon’ble Mr. Meston ^ to 
which I would like to refer, and that is the concluding portion. The 
Honhle Member says that if we took the last ten years, it would be 
found that the actual Famine Grant of a million a year was practioaUy 
exhausted in famine relief and protective works, and that if my proposal 
bad been adopted ten years ago and if the Famine Grant had n6t been 
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SYailable, Government would have had to show a loss account in 
connection with famines. Now, Sir, this is really ignoring the whole 
spirit of the creation of the Famine Grant. When the Famine Grant 
was created more than 30 years ago by Lord Lytton’s Government, 
there were no large, ordinary surpluses accruing to the revenues of the 
country to take into account. Sir John Strachey,* the Finance 
Minister, who created the fund, took into account all possibilities of 
the ordinary revenue, and came to the conclusion that the Government 
could not provide out of that revenue this margin for famine expendi- 
ture, and therefore the Government of that time imposed extra taxation 
in order to have this margin. But now, when you have a large 
margin in your ordinary accounts, 1 do not see what is the special 
object of maintaining a separate account of this Famine Grant and 
then saying that famine expenditure is met out of this grant. My 
point is this : During the past ten or twelve years, which the Hon’ble 
Member has taken, you have met the whole of your famine expenditure 
out of this Famine Grant, and you have had besides 23 millions or 
somewhere thereabout as the total of surpluses realized. If this Famine 
Grant had been abolished and the annual revenue reduced by its 
amount, even then you would have had large surpluses, the total being 
between 15 and 20 millions, instead of being between 20 and 25 
millions. Well, Lord Lytton’s Government never had such surpluses, 
and if they had thought that the ordinary revenues would provide such 
surpluses, they would never have created this Insuradoe Grant. I, 
therefore, venture to think there is not much force in the concluding 
portion of the Hon’ble Member’s reply. 

( The resolution was put and rejected ). 


Financial Diaouftion, 1911-12^ Second Stage^ 8th March 1911, 

PROTECTIVE IRRIGATION 


Gokhale : 1 beg to move the next resolution which stands in my 
name. It is this : 

That this OouDoil reoomtneDds that the allotment of seventy-five lakhs of 
rupees under Famine Relief and Insuranoe, which is proposed to be devoted 
to Beduotion or Avoidance of Debt, be transferred to Protective Irrigation. 

I move this resolution on the ground that any expenditure on some 
useful object is better in present circumstances than this eternal 
reduction of a small vanishing debt. 1 would like to have these 75 
lakhs, if possible, available for objects like education, sanitation and 
medical relief; but if that is not possible, I should prefer that the 
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ftmoant Bhould be spent on proteotire irrigation works. Tbi 
Irrigation CommisslonV Report shows that there is plenty of room 
for protective irrigation in the country. They contemplate in twenty 
years’ time a total expenditure on works, which they call intermediate, 
and those which they call unproductive, of about '28 crores. There is 
thus plenty of room for expenditure on protective works, and rather 
than that this sum should go to the reduction of debt, 1 pro[K)se that it 
should be devoted to protective irrigation. 

[ TAe Finance Member said in rejily that largeladditions had already 
been made to protective works that, year, and that the amount was pror 
bably as much as could profitably spent. ] 

( The resolution was then put and rejected. ) 


Financial DiaeuBMnt 19 1 l~I2t Second Stmgeg Sth March 1911. 

SCIENTIFIC DEPARTMENTS ' 

[ Gokhale moved for a reduction of Rs. 60,000 in the expendUure on 
Scientific and other Minor Departments. In doing so, he made the 
following speech ; ] 

Sir, I beg to move 

That this Coanoil recommends that the expenditure on Solentifio and other 

Minor Devaitme'’ntB be reduced by Bi. 50,000. 

Sir, this large head of Scientific and Minor Departments contains 
a number of smaller sub^heads, and while I move this resolution in the 
general terms put down here, I may state at the outset that as regards 
the work of many of the sub-heads, I have nothing but appreciation 
and I have no question to raise. 

Increase in Expenditure Criticised 

I want to draw attention to the growth of charges and certain 
other ciroumstances connected with two of the sul>*heads — the Survey 
of India and the Geological Survey. I find, Sir, that the expenditure 
on the Survey of India has been rising very rapidly. It was checked 
when the finances encountered those difSculties which resulted in a 
deficit ; but then they are going up again. I find, taking the figures 
for the last five or six years, that the charges for the Survey of India, 
which were about 17*8 lakhs in 1905'*06, rose in four years, that is, in 
1909-1910, to 28*6 lakhs. It was an increase of nearly 11 lakhs pr 
about 60 per cent, in four years. Then there was a fall, k fall dw, I 

1. S8ofoQt-note on p. 65. 
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believe, ’ to the deficit and the brake put on by the Finance Department 
in consequence. But that was only temporary, and with easier finan' 
oes the tendency for the charges to go up again has reappeared. The 
charges, which, in 1909-1910, were 28*58 lakhs, have fallen during the 
current year to 28-16 lakhs, which is the revised estimate figure ; but 
in the next year’s budget provision has again been made for 28*86 
l*lrhB. This is a higher figure than the highest ever reached by the 
charges at any time during the last ten years. I want these charges 
to be kept down, and that is one of the reasons why I move this 
resolution. 

Then, about the Geological Department. Here also the charges 
have been growing. They grew rapidly for three years from 1905-1906 
onwards, and then there was a fall, and now again there is a tendency 
for the charges to rise. In 1905-1906, the charges were 2| lakhs. In 
three years they rose, that is, in 1908-1909, to 3*7 lakhs — an increase 
of over a lakh or 48 per cent, in three years. Then the financial diffi- 
culties brought about a fall and the fall was satisfactory. It was from 
Bs. 3,64,000 to Bs. 3,12,000. This year the revised estimate is 3*17 lakhs- 
All this shows that when there are financial difficulties, this Depart- 
ment can reduce its charges. In next year’s budget, however, the figure 
again rises to 3*49 lakhs, and no satisfactory explanation is forthcom- 
ing about the necessity of this increase. I therefore move the reduction 
mentioned in the resolution. 

* • * 

Higher Appoinimenfs for Indians 

Then, Sir, I find that in the Survey of India there are 57 appoint- 
ments with salaries between Bs. 500 a month and Bs. 3,000 a month, 
and there is not a single Indian among them. In the Geological Sur- 
vey and Museum there are 21 appointments with salaries between 
Bs. 500 and Bs. 2,000 a month, out of which only two are held by 
I ndians . And I would like to ask the Member in charge of the Depart- 
ment if he cannot, in the course of next year, in filling up any vacancies 
that may arise, find room for some Indians, so that, even if he is not 
able to effect a saving in salaries, he might save at least something in 
exchange compensation allowance. 


[ Relying to the debate, Qokhale said : ] 

Sir, I think much of what the Hon’ble Mr. Madge has said was 
beside the point, so far as the discussion raised by me is concerned 1 
^oifically stated at the outset that I did not want to refer to other 
Dspartments than the Survey of India and the Geological Survey; in 
foct, I expressly stated I had nothing but appreciation for the work of 
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the other DepartraeAts And wanted to raise no iiuestion about them. . 
And my point in oonneotion with both these D^artments was this. 
For some reason or other, the charges went up to a obtain year, and 
then, for a year or two, in each case, the oharges went down, owing to 
financial pressure evidently. But the charges are going up again and 
there is no explanation forthcoming. I wanted to impress on the 
Council that if charges can be kept down owing to financial difficulties, 
they are capable of being kept down. And as the financial difficulties ' 
are not yet over it is necessary that the charges should not be allowed 
to go up again. 

o 

As regards what the Hon’ble Mr. Robertson^ has said, that is only 
oairying the unsatisfactory state of the matter one step further. If 
there are no suitable Indians available owing to the lack of facilities 
for proper training, the Government have to see to it that such faoili* 
ties are provided, and Indians with the necessary qualifications are 
available ; surely that is a duty resting upon the Government. However, 

I do not want to press this resolution. 

( The resolution was withdrawn. ) 


JPinaneial DueitBaion, i9II-I2, Second StaiCt 8th March 1911, 

SALT 

[ Moving his resolution calling for a reduction of Rs. 50,000 undef 
Salt, QokhcUe said : ] 

Sir, I beg to move 

That this Oouaoil rsoomm mils that tbs axpenditiire aader Salt ba radcoad 
by Rs. 50,000. < 

Here again I have not got much to say. I find that the establish- 
ment oharges in 1907-08 were 45 lakhs. Then, evidently, under the 
difficulties of the Finance Dept^ment, they dropped to 40 lakhs in 
1908-09. In 1909-10 they dropped still further to 39*6 lakhs. But 
with an improvement in the financial condition, they are again rising 
and the figure for the current year is 43*7 lakhs — 1 mean, the revised 
estimates. Now, Sir, I do not understand why these oharges should be 
allowed to rise by about four lakhs in one year, and that is why I 
propose this reduction. 

Then, I find that there are 30 officers in this Department in all 
India, excluding Madras Presidency; on salaries ranging from Bsl 500 
to Bs. 3,000 a month, and only three of them are Indians. In MadM 
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the same offio«n evidently perform duties in connection with Salt, 
Abkad and Separate Revenue, and I find that, while there are 21 euch 
officers' in that Presidency, only one of them is an Indian. My sugges- 
tioti is the same as about other Departments, and my financial reason, 
exchange compensation allowance. 

[ Repltfing to Gokhale, Mr. Robertson . said that a proposal of 
effecting a redaction of Rs. SSfioO was already under the consideration 
of Government, and that, as regards the employment of Indians, a 
sympathetic officer like Sir Richard Dane had recognised the difficulty 
of , getting Indians of the desirable • type to take service in the Salt 
department. Referring to this reply, Gokhale said : ] 

1 would like to make one or two observations about the concluding 
portion of the Hon’ble Member's remarks. I cannot possibly accept 
his statement that Indians cannot be found for this sort of work. 1 
am quite sure that if efforts are made and reasonable facilities afforded 
to Indians, Indians will be found competent and willing to undertake 
these duties. I do not think that the opinions of individual officers 
should be accepted as conclusive on a question of this kind. 

( The resolution was put and rejected. ) 


f • 

financial Diteuitiofi, 1911-12, Second Sia^c, 8th March 1911, 

CUSTOMS 

[ Gokhale moved for a cut of Rs. HOfiOO m the expenditure under 
Customs, He made the f (Mowing ebservations on the occasion : ] 

Sir, I beg to move 

That tills Counoil reoommends that the expenditure under Customs be 
' iMiieed by Be. 90.000, 

Ilere, too, I find a steady rise in the establishment charges. 1 have 
the figures for the last six years. I find that in 1905-06, these 
ciharges stood at 27*3 lakhs. They have risen to 36 lakhs in ihe 
current year, and for the next budget yemr provision is made for 
37*21ckha. This means an increase of 10 lakhs in six years, or, in 
other words, of 36 per cent., i. e., an increase of over six per cent, per 
yw. The other day, in moving my resolution on the growth of public 
Ciqienditure, I pointed out that it was necessary to keep the growth of 
(^barges within the limits of the growth of revenue. Of course^ if we, 
only take Oustmns-revenue, possibly we shall find a larger margin for 
expenditure. But I submit that in all such cases the Gpyernment 
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should take into consideration the growth of the total revenue only, 
and as that growth, taking good and bad years alike, is not more thaii 
one and half per cent, and even taking good years alone, it is not 
more than two or two and a half per cent., this increase in charges ef 
more than six per cent, per annum is open to serious objection. 1 have 
therefore thought it necessary to draw the attention of the Council to 
the matter. 

Then, Sir, there are 21 oiSoers in this Department, with salaries 
ranging between Bs. 450 and Bs. 2,500 a month, of whom only two are 
Indians. There are three probationers, but there is no Indian among 
them. 1 submit this' is very unsatisfactory. 

[ Mr. RdbertsoftiS observed that the. increase in expenditure uxis neces- 
sitated by the creation of a new Imperial Customs Service, a general 
overhauling of the Department and the necess^y of paying the subordinate 
staff more than before, because they had to live in expensive places like 
Calcutta, Bombay and Rangoon, where the cost of living had groum 
enormously. With reference to these observations, OoJchale said ; ] 

Sir, I would like to make only one remark, and it is this : of course 
the cost of living is going up ; and there may be a hundred other 
reasons for increasing these establishment charges ; but, surely, there 
must be some relation between the growth of the charges and the 
growth of the revenue. By revenue, I mean, as I have already said, 
the total rpvem'O of the country. This increase of charges, at any 
rate of 6 per centfannually, is much too high. 

( The resolution was put and rejected. ) 

Fiiuuieial Dueuuion, 1911-12, Second Stage, 8lh March 1911. 

POST OFFICE 

[ Moving for a redudion of Rs, 50,000 in Post Of}i<^ expenditure, 
Cokhale spoke as follows : ] 

Sir, I beg to move 

That this Oounoil rsoommends that the expenditure under Post Office should 

be reduced by Rs. 50,000. 

I find here that, in 1907-08, the establishment charges were 1*72 
ctores. In 1910-1911, that is, the current year, the charges in the 
revised estimates appear at 1*98 crores, a rise of about 26 lakhs or 
fifteen per cent, in three years. This is the same story as in o^er 
Departmtots, a rise of five per cent, per annum, a much higher rise 
than the general finances of the oountty can afford. I find pn the 
ether hand that the growth of Post Office revenue has been less than 
this, but I think that has just been explained by the Hon*ble Mr. 

1. see icot-notcon p. 178. ' 



ISO ItfPABIAL LICaiBLATIVJS OOfflTCllt 

StewartrWllson, and bo I do not want to say anytiilng more about it. 
Then, Sir, I find that there are 41 appointments in this Department 
with salaries between Bs. 500 and Bs. 3,500 a month. And of these, only 
four are at present held by Indians ; and, as in other Departments, they 
are only on the bwer rungs of the ladder. 

t Mr. Stewart- Wilson, in introducing the head of Poet Office, had ex- 
plained that the decrease in Post Oj^ce receipts was due partly to sweeping 
redactions made in the postal rates, and partly to abnormally Ind seasons. 
The increase of expenditure, he observed, was due to increase 'of work, 
and to revision of salaries. The number of Indians in the higher ranks, 
he pointed out, was also on the increase. * In reply Qokhale said : ] 

I am very glad to bear what the Hon’ble Mr. Stewart-Wilson has 
said in reply to my observations. His solicitude to give larger facili- 
ties for the employment of Indians in his Department is well known and 
I entirely accept all that he has said; and, to mark my sense of the 
efforts he is making, and of his very friendly statement, I would like 
to withdraw this resolution. 

( The resolution was withdrawn. ) 


Finanaiid Di»ea»$ion, 1911-12, Second State, 8th March 1911 

TELEGRAPHS 

[ Making his motion for a cut of Rs. 60,000 in Telegraphh expendi^ 
ture, Qokhale made the following remarks : 1 

Sir, I beg to move 

That this Oouaoil recommends that the expenditure under Telegraphs be 
reduced by Bs. 50,000, 

Here I find that there has been an increase of 32 per cent, in five 
years, which means the same story again ; an annual growth of five to 
six per cent. In 1905-06, the expenditure was 88 lakhs; for the current 
year, taking the revised estimates, it is 116*8 lakhs— an increase of 
28| lakhs, or of 32 per cent, in five years. The Hon’ble Member, who 
introduced this head, explained that the establishment charges, met 
out of ordinary revenue, bear a sort of inverse proportion to the 
capital outlay on telegraphs ; that when the capital outlay 
is larger, the establishment charges, met from current revenue, 
appear smaller. I must confess that I have not examined this matter 
from that standpoint. 1 find, however, that the revenue of this 
Ibpartment, since 1905-06, has remained stationary; it was 
nearly 120 lakhs in 1905-06 ; it is 124 lakhs now. But while the 
revenue has not advanced, the charges, as I have pointed out, have 
increased by 32 par cent, in five years. Then, Sir, there are 86 
appointments in this Department, with salaries between Bs. 500 and 
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Rs. 3,000 a month, and of these only three are held by Indians. This, 
I think, is a matter for legitimate ccnnplaint. 

' I Mr. Robertson Kcplained that the increase in expenditure was due 
to revision of salary scales', that the revenue did not show much increase 
because State messages, which were always sent ‘ Urgent ' ones, were 
less numerous than before', and that whereas in 189S there was not a 
single Indian in the superior establishment of the Department, there 
were now 20. 

To this, Ookhale made the following reply : ] 

I find. Sir, that even if we go back to the time when argent 
State messages were sent on a n\uch larger scale than now, even then, 
the growth of revenue did not keep pace with the growth of 
expenditure. Thus, in the year 1908-09, the revenue was 1 crore 
31 lakhs, which means an increase of about 9 per cent, over the figure 
of 1905-06, or about 3 per cent, par annum, as against a growth in 
charges of between 5 and 6 per cent. 

As regards the fact mentioned by the Hon’ble Mr. Robertson 
that twenty years ago there was not a single Indian in this Depart- 
ment, whereas now they have just begun to introduce Indians, I would 
ask him to go a little faster. Out of 86 superior officers at present^ 
only three are Indians. I think the HonTilo Member will see the 
necessity of moving a litttle faster. 

[ Mr. Robertson : Twenty, I think I said. ] 

But I am taking appointments only of Rs, 500 and above ; there 
are only three Indians among them. 

I Mr. Robertson said that the late^ recruits would take some time to 
reach Rs. 500, as they did not begin on pay as high as that. ] 

( The resolution was put and rejected. ) 


Finaneial Diteu$$lon, i91l~lZ, Sstond Stage, Sih March 1911 

RAILWAY WORKING EXPENSES 

I Ookhale moved for a reduction of Rs. 60 lakhs in RaUway working 
expenses. In doing so he spoke as follows : J 

I beg to move. Sir, 

That tbia Oounoil reoommanda that the working expenses of Railways be 

reduced by SO lakhs of rupees, 

It may be In the recollection of Hon’ble Members that last year I 
had moved in this Council a similar resolution. I had then sugs^sted 
that the working expenses of railways should be reduced by a crore of 
rupees. This time I am more modest and I ask for a reduction of only 
50 lakhs. 
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But, Sir, before I say anything in support of this resolutioQi 
I would like to express my satisfaction about one or two features of 
this year’s railway finance. In the course of my speech last year, I 
deemed it necessary to protest against, in the first instance, the ten- 
dency of the Railway administration constantly to exceed the Budget 
Estimates, and I also pointed out that the working expenses had been 
going up rapidly since the creation of the Railway Board, and that, 
unless the rate of growth was checked, the general revenues of India 
would again have to find money in order to keep our railways going, 
as they had to do for more than 50 years. I am glad to find. Sir, that 
in both these respects, there has been an improvement ; that this year 
the Budget Estimates have not been eiceeded, and that the working 
expenses too bear a smaller proportion to the gross earnings than was 
provided for in the Budget Estimates introduced last year. 

Disproportionate Working Expenses 
But, Sir, the proportion of working expenses is still much too high, 
and 1 must take this opportunity to press for a further reduction. I went 
into this question in some detail last year, and I pointed out how for, 
fifteen years before the creation of the Railway Board the proportion 
of the working expenses to gross earnings had ranged between 45 and 
48 — only one year showing a higher percentage, a little over 49 — and 
how as soon as the Railway Board was created, the working expenses 
b^an to mount up. The Railway Board came into existence in 1906 
and straightaway the proportion in that year wen^ up to 50 per 
cent.; next year, i. e., in 1907-08, it went up to 57*5; in 1908-09, the year 
of a heavy deficit, it went up to 63; in 1909-10, owing to a general 
complaint, it came down to 55'3. And in the revised estimates for the 
current year, wo see a further reduction to 54 6. However, for the 
next year, provision is again made for 54-4 per cent, of gross earnings 
as working e^enses. Now, Sir, I think that 50 per cent, should be an 
ample proportion for the working expenses of railways. For fifteen 
years they were satisfied with less than 50 per cent We may take 
into account the fact that prices have gone up ; on the other hand , 
there is the fact that for renewals and betterment, they have spent a 
great deal of money during the last three or four years. I think* 
therefore, that next year, or, if not next year, at least during the 
succeeding year, the Railway Administration should try its best to 
out down the working expenses to 50 per cent, of the gross receipts. 
Almost Complete Exclusion of Indians from High Offices 
Then, Sir, I find that in this Department the exclusion of Indians from 
high office is practically complete, and one way of reducing the working 
expenses would be to employ Indian agency on a larger scale. Sir, my 
investigation of this question has led me to one conclusion, and it is thisi 
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The farther you move from the Provincial Governments, the smaller 
is the employment of Indians ; the Provincial Governments, amenable 
to the pressure of public opinion, and anxious to do what they can for 
the people entrusted to their charge, try to employ the Indian agency 
to some extent. When we come to the Departments under the Govern- 
ment of India, we find that the Indians do not fare so well In Rail- 
ways, the Indians fare the worst ; and even among Railways, those 
managed directly by the State are better than State Railways under 
Companies’ mamigement; the position is absolutely hopeless. Taking 
the Railways managed by the State,— and I go down very low, 1 go 
down to Rs. 200 a month, becausj otherwise we have hardly any Indians 
anywhere,—! find that there are 820 officers with salaries ranging 
between Rs. 200 and Rs. 3,000 a month. And among these only 47 
are Indians ; and even these 47 Indians are confined to two or three 
Departments only. The Accounts Department has got 11 ; there are 
15 in the lower ranks of the Engineering Department ; and there are 
12 in the lower ranks of the Traffic Department. In all other Depart- 
ments there is hardly any Indian. There is one in the Code and 
Signalling, there is one in the Medical, there is none in the Manage- 
ment, and none anywhere else. This is the position as regards State 
railways under the direct management of the State. When we come 
to Stafb railways managed by Companies, the position is even worse. 
Here we have ^ver 1,100 appointments ranging from Rs. 200 to 
Rs. 3,500, and among these the number held by Indians is only 30. The 
number of permanent appointments on these Railways between Rs. 500 
and .Rs. 3,500 is 774 ; out of them only 10 are held by Indians ; the 
number of temporary appointments between the same limits is 30, out 
of which only 2 are Indians. Descending to appointments between 
Rs. 250 and Rs. 500, of which there are 299, we find only 18 held by 
Indians. Here, then. Sir, is plenty of room for the employment of 
Indians, and if Indians are employed there will be a considerable 
saving and the working expenses of Railways will be reduced. And 
there will be no difficulty in bringing down the proportion of working 
expenses to gross earnings to about 50 per cent., as I propose. 

( Replying to critidam of his proposal by Sir. T. R Wynne} Ookhale 
said : ] 

Sir, the Hon’ble Sir T. R. Wynne began by saying that my object 
in moving this resolution was probably not really to ask for a reduction 
in the working expenses, but to raise this question about the employ- 
ment of Indians. Now, I beg leave to assure liim that he is not cbrreot 
there. I did want to urge him to reduce his working expenses this 
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year as 1 urged him last year. Then, he has told the Council that I have 
brought forward the same arguments this year that I did last year, and 
to my arguments of last year he had given a conclusive reply. Well, 
Sir, the Hon’ble Member’s reply of last year was not conclusive to me ; 
but his revised estimates, laid before us this year, are conclusive. He 
said last year that the proportion of working expenses to gross earnings, 
provided for in last year’s Budget, was absolutely necessary. Well, 
we had a discussion on that point. Whether it was the result of that 
discussion or of the pressure of the Finance Department or some fresh 
light coming to the Railway Administration, the proportion has gone 
down this year— I am speaking of the j-evised estimates for the current 
year. And that, Sir, is a much more conclusive and satisfactory 
answer to me than what the Hon’ble Member said last year. 

Now, Sir, as regards the employment of Indians, if I travel a little 
beyond mere financial considerations, I shall only be following the 
Hon’ble Member’s example. And 1 hope that, as he was allowed to 
make these observations, you will allow me also to follow on those lines- 
I decline. Sir, to accept - and I say that at once and emphatically - I 
decline to accept the general argument that he has advanced in this 
Council today of the unfitness of Indians for Railway work. If facili- 
ties have not been given to them to show their fitness, if they have not 
been tried, that, surely, is not their fault. If after fifty years of Railways 
in this country, you have only just begnin to give a [rial to Indians, 
that again is not their fault. If there is one Indian, discharging the 
duties of Chief Engineer, that only shows that if you select the right 
type of Indians and give them a chance, they will do their work as 
satisfactorily as anyone else. If people elsewhere, if the Japanese for 
instance, if other people are managing their Railways, I do not see 
why we should not be able to do so. After all we are not born with a 
double dose oh original sin. 1 do not say that we want to dispense with 
European guidance, but there is undoubtedly room for a much larger 
employment in the higher ranks of Railway service without impairing 
efficiency in the least. Sir, the extreme position taken up by the 
Hon’ble Member, and the whole spirit of the statement read out by him, 
is enough to explain why we occupy such a very unsatisfactory posi- 
tion in Railway service. One has only to compare Railway administra- 
tion with other administrations— one has only to contrast the spirit of 
tbe Hon’ble Member’s remarks with, for instance, what fell from the 
Hon’ble Mr. Stewart -Wilson earlier in the day, to understand why It is 
that Indians fare so badly as regards employment on Railways. Bir, I 
protest emphatically against the Hon’ble Member’s remarks, and to 
mark nay protest Z will divide the Council on this resolution. 

( The resolution was rejected, 10 voting for and 43 against. ) 



BUDGET SPEECH, 1911 

[The. Cmnail met on the. 27 Ih March, 1011 for the final debate oA 
the Budget, Lord Hardinge, the. Viceroy, presiding. Ookhale made the 
following sveech : ] 

Comparison of Bombay's and Burma's Finances 

My Lord, I understand that my Hon’ble friend Mr. Gates* intends 
to criticise certain remarks on the financial past of Burma made by 
me the other day in the course of the debate on my resolution about 
the growth of public expenditure in this country. In view of that, I 
had meant to wait till the Hon’ble Member had spoken before rising to 
speak. As, however, the Hon’ble Mwnber wishes to have the last word 
in this matter, and I do not particularly mind his having the last word, 
I am quite willing to let him have his way, especially as he has very 
courteously given me an idea of what he proposes to say, and has also 
given me his permission to reply to his criticism by anticipation. 
Before I avail myself of that permission, however, 1 think 1 should 
refresh the memory of the Council in connection with the point at 
issue between the Hon ble Member and myself. My Lord, the Council 
will remember that when I moved my resolution urging an inquiry 
into the gr.o\^rlh»of public expenditure last January, the Hon’ble Mr. 
Gates attacked my proposal in a speech which may still be in the 
recollection of this Council, and in the course of that speech he described 
the Budget of Bombay as a bloated Budget. When it came to my 
turn to reply, I indulged in a retort — a retort obvious to all who knew 
the financial history of Upper Burma; I said that if the Budget of 
Bombay was a bloated Budget, in any case we paid every penny of it; 
that when Upper Burma, which had lived for nearly tw^ty years on 
other Provinces, refunded to the Government of India what it had drawn 
from other Provinces, then it would be time for the representative of 
Burma to speak of other peoples’ bloated Budgets. Now, my Lord, the 
first observation I would like to make in this matter is this— that 1 
quite recognise that the Hon’ble Mr. Gates only indulged in a sort of 
bantering expression when he spoke of the bloated Budget of Bombay 
but then my retort too was a bantering retort, intended at the time to 
be a mere debating retort and nothing more. However, like all banter- 
ing retorts, which have an element of truth in them, my retort has 
gone home, and I find some feeling exhibited in the matter even in 
Bangoon ; I have seen articles in Rangoon papers on the subject. As 
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this has happened, I am quite prepared to put all banter aside and to 
take the question up as a serious question to be argued in a serious 
spirit, and I will argue it in that way today. So far as the proposition 
that I made last January is concerned, viz., that Upper Burma was 
not, for nearly twenty years, -able to pay its way, that, of course, is a 
historical fact; any one who knows the financial past of Upper Burma 
knows that. Upper Burma was annexed in 1886. From 1886 to 
1897~a period of eleven years— the accounts of Upper Burma were 
kept separate, and during all these years, as the Hon’ble Mr. Gates 
himself will admit. Upper Burma showed a heavy deficit year after 
year. It was as high as over 2 crores of rupees for the first year, and 
for the last year it was nearly a drore— about 95 lakhs. Then the 
accounts of Upper and Lower Burma were put together, and, of course, 
after that we have no direct means of knowing how much Upper 
Burma cost the Government of India. But there is plenty of indirect 
evidence to show that the deficits of Upper Burma continued for about 
seven or eight years more. That means that if the accounts of Upper 
Burma had continued to be kept separate, it would have been 18 or 19 
years before Upper Burma was able to make the two ends meet. So far, 
therefore, as my actual proposition is concerned, it is absolutely 
unassailable. The Hon’ble Member, however, may say, ‘ Oh ! you 
must not take part of a Province like this ! And Upper Burma is only 
a part of the whole Province of Burma ! ’ But even before Upper 
Burma was annexed. Lower Burma was not paying itS ivay. The 
utmost that may be conceded for the sake of argument is that Lower 
Burma was just paying its way when Upper Burma was annexed; still 
when Upper Burma was joined to Lower Burma, a deficit ensued, and, 
that deficit had to be made good by the Government of India. Therefore, 
my position is not shaken even if you put the accounts of Lower Burma 
with those of Upper Burma. But, my Lord, my Hon’ble friend, the non- 
official Member from Burma, Maung Bah Too, has most unexpectedly 
come to my assistance in this matter. He asked for a return the other 
day, and only four or five days ago a return was placed by the Govern- 
ment on this table, which is a crushing indictment of the financial 
position of Burma, even taken as a whole. The return is a Government 
return, and I shall be glad to know what the Hon’ble Mr. Gates has to 
say to it. The return shows that from 1860 up to 1903-04 — the year in 
which the return was prepared— the whole of Burma, Lower and Upper, 
taken together, had not been paying its way. It was not therefore 
only Upper Burma, for a period of nearly twenty years, but the whole 
of Burma for more than forty years that was not paying its way. 1 do 
not know how it has been since ; probably things have been slightly 
better, but they cannot be very different. 1 am therefore prepared to 
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modify my original proposition that Upper Burma had not paid its way 
for nearly twenty years and say that the whole of Burma had not paid 
its way for more than forty years. If that will please the Hon*ble 
Member, he may have this proposition — this time made not in banter, 
but in sober seriousness ! 

But, my Lord, that is not all. This return, which was prepared 
by the Accountant-General of Rangoon, tries to give every advantage 
to Burma in the calculation. For instance, Burma is charged, not 
with its fair share of Military expenditure, but only with the cost of 
the troops actually located in Burma, and that is really very small 
compared with the whole Military expenditure of India. Then, as to 
non-effective charges in connection with the Army, Burma is charged, 
not with the usual percentage of 42, but only with a percentage of 33. 
There are other charges also made on a smaller scale than in the case 
of the rest of India ; and finally there is this significant omission here. 
The return says that the deficits, shown in the table appended, for 
more than forty years, are exclusive of certain items which have not been 
taken into account — items for which Burma should be charged, but has 
not been charged, in this calculation. Thus, Burma is not charged in 
this return with its share for Civil and Public Works pension and 
furlough allowances in India ; Burma is not charged with its share of 
the capital cost in connection with telegraphs; Burma is not charged 
with any contribution to the Royal Navy and Royal Indian Marine ; 
finally, Burma is jiot even charged for her fair share of the Central 
Government in India. Exclusive of all these charges and giving 
every advantage to Burma, this return, prepared by the Accountant- 
General of Rangoon, and laid by the Government of India on the 
table of this Council, shows that for more than forty years the whole of 
Burma was not paying its way ; and as a result we find that Biirma is 
indebted today to India to the tune of about 62 crores of rupees. The 
other day .1 pointed out that the unproductive debt of India is 37 
millions or about 55 or 56 crores of rupees. If Burma had not been 
with us, we should have had no unproductive debt today and have 
been 6 or 7 crores to the good. It may be contended by the Hon'ble 
Member that it is not fair to begin the account, as this return does, 
with the debt charges, due on account of the First and Second Burmese 
Wars. But it must be remembered that that has been the practice of 
the Government of India in connection with its own accounts in this 
country. England has never borne any part of the cost of the wars, or 
of the measures that were necessary to put down the Mutiny, or any 
other debt that has been raised in this country. India has paid the 
whole cost of all the wars ; India has paid the whole cost of putting 
down the Mutiny ; India has borne the whole responsibility for every 
debt that has been raised in connection with this country. If Bunna 
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wants to be considered separately, then Burma must also be prepared 
to undergo the same treatment ; and that treatment has been applied 
to Burma by the Acoountant-General of Rangoon, with results well 
wcffth the study of the Hon’ble Member. 

There is one thing more I want to say in this conneotioa Taking 
the positions of Burma and Bombay even today, what do we find ? It 
is usual to apply two tests in such comparisons, the test of population 
and the test of area, to judge as to what is the burden of taxation in a 
Province. I think both tests are largely fallacious, but if these tests 
have to be applied, they must be applied differently to different heads 
of revenue. For land-revenue and forests, I think, the proper test to 
apply is the area test ; for stamps, •registration, assessed taxes and 
excise, on the other hand, the proper test to apply is the test per head. 
Applying the tests in this way, I find that Bombay pays per head for 
assessed taxes, stamps, registration, and excise, Re. 1-9-10 per head, 
whereas Burma pays Re. 1-6-10 per head. As regards land-revenue 
and forests, I find that Bombay pays Re. 0-15-3 per square mile, where- 
as Burma pays Re. 0-13-3, and this in spite of the fact that Bombay is 
largely handicapped by Sind. Thus, even omitting salt and customs, 
Bombay taxation is higher than that of Burma. 

So-called Permanent Provincial Settlements 

I will now pass on to offer a few observations on the Financial 
Statement which the Hon’ble the Finance Minister has laid before this 
Council My Lord, the most interesting portion of ,the Financial 
Statement is that which deals with the question of Provincial finance. 
Undoubtedly a very important step forward has been taken and the 
Hon’ble Member is entitled to speak with legitimate pride of what has 
been done. When, however, he describes these new Provincial Settle- 
ments as permanent, a question arises as to whether the use of the 
term is justified. Looking at the new settlements in a large way, we 
find that theife are four special characteristics which may be noted. 
The first is that there will be in future a withdrawal of all minute control 
over the Budgets of Provincial Governments. The second is that the 
doctrine of contractual responsibility will be enforced rigidly in future 
in the case of all Provincial Governments. The third is that, as far as 
possible, Provincial revenues will be derived from portions of growing 
revenues and that large fixed allotments will not be made hereafter to 
the Provinces. And the fourth is that a further step has been taken in 
the direction of the provincialization of certain revenues, forests in all 
cases, and excise in the case of Bombay and Eastern Bengal and Assam. 
Now, these are all very important features, all four of them. But even 
so, I do not think that the new settlements are likley to be any more 
permanent than the previous settlements were. Let us consider the 
matter in some detail 
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Ab regards the withdrawal of minute control over the budgets of 
Provincial Governments, 1 think everybody will congratulate the 
Finance Department on what it has done. It is a very important change* 
and 1 think that it will largely free the Local Governments from that 
unnecessary and vexatious interference of which they had reason to 
complain. 1 think this, in some respects, is the most important change 
which the new settlements make, and it is sure to be attended with 
excellent results. As regards the doctrine of contractual responsibility, 
that of course has always been there ; and simply because the Hon’ble 
Member expresses himself with some emphasis on the subject, it does, 
not mean that it is a new doctrine^ though I admit that if be is able to 
ensure the Local Governments not budgeting for a deficit or borrowing 
from him whenever their balances fall below the minimum, 1 think 
that will be a departure. 1 do not know, however, how far it will be 
possible to enforce this in practice. I have my doubts about this. The 
third change is, no doubt, very important ; but the principle of it had 
already been accepted, and we have now only a further advance in 
giving the Local Governments a larger proportion of the growing 
revenues. The advance, however, is so substantial as to reverse the 
old practice of making fixed allotments to Provincial Governments. In 
place of that, we have now the Imperial Governments receiving a net 
fixed allotment from the Provincial Governments taken together, and 
that is a move jn the right direction. The last change is also a further 
extension of a principle already accepted, because registration had 
already been wholly provincialised, and what the Finance Department 
has now done is to provinciaiise forests in all cases and excise in 
some cases, which is only extending a principle, already accepted, 
still further. 

While, therefore, all the four changes are import>\nt, there is 
nothing in them except in the first— that which relieves the Local 
Governments of all minute control— which is quite new, though in 
each case there is a substantial advance. But my fear, my Lord, is 
that these settlements will not prove any more permanent than 
the last quasi-permanent settlements, or than even the old quin- 
quennial settlements; 1 fear that the whole position is such that 
there cannot be any permanent settlements at the present stage 
between the Provincial Governments and the Government of India. 
The root of the mischief lies in this. The Government of India has at 
its disposal too large a sharenf growing revenues, and its expenditure is 
principally confined to the Army and to a few services whiph are 
directly under it The result is that, while there is a continuous tendency 
to spend more and more on the Army, after those claims are satisfied, 
large surpluses accrue to the Government of India; and when these 
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surpluses are realised, the Gk>vernment doles out a portion of them to 
the Provinces. Now, the Provinces habitually expect these doles and 
the expectation of the doles is thoroughly demoralising. If therefore you 
want any element of permanence in your provincial contracts, it is 
necessary, first of all, to see to it that the Government of India has no 
large surpluses to dole out to the Provinces, and this can only be ensured 
by reducing the resources which are at present at the disposal of the 
Government of India. What I propose, my Lord, is that instead of 
receiving its whole income from growing revenues, the Government of 
India should receive large fixed contributions from Provincial Govern- 
ments, say, up to about one-tbird» or one-fourth of its revenues, the 
other two-thirds or three-fourths being derived from growing resources. 
1 think in this matter it is desirable to examine the practice of other 
countries, and there are throe countries which can supply some sort of 
guidance to us on this subject— Switzerland, Germany and America. 
Switzerland, however, is a very small country, and I will therefore 
leave it out of consideration. The example which I think we should 
follow in this matter is that supplied by Germany. America is too 
advanced for us, because the federal finance of America is entirely 
separate from State finance, and it will be a long, long time before we 
reach that stage, if we ever reach it at all. But in Germany, my Lord, 
while the Empire has its own independent revenues, and the component 
States have theirs, the component States also make large, contributions 
to the exchequer of the Empire. In fact, nearly one-fourth of the 
revenue of the Empire is at present derived from fixed contributions 
from the component States, and about three-fourths is derived from 
independent sources, such as Customs and Excise and Stamps. Now, 
I think, this is the direction in which we have to seek a solution of our 
problem. The Government of India should have about one-third or 
one-fourth ol its revenue derived from fixed contributions made by the 
Provincial Governments. This will reduce the possibility of large 
surpluses being realised by the Government of India, and diminish the 
chances of doles being given to the Provincial Governments. As I 
have abeady said, the policy of doles, which has been condemned by 
successive Finance Ministers, and also by several Members of the 
Decentralisation Commission^, is a thoroughly demoralising policy, and 
if you want any strong financial responsibility to be felt by Provincial 
Governments, and the doctrine of contractual responsibility to be strictly 
enforced, you must see to it that this practice of the Government of 
India giving doles to Provincial Governments year after year is 
stopped — indeed rendered impossible. 


1. see foot-note J on p. 190. 
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Financial Decentralisation 

1 had intended going into this in some detail, but I see that my 
twenty minutes are nearly up and I must oonolude. 1 will therefore 
content myself with making only one or two observations. My Lord, 
taking the real revenue of the whole of India as estimated In next 
year’s Budget, we may put it down at about 83 crores or 55 millions 
for the next year. As I explained on a previous occasion, 1 leave out 
in this refunds and drawbacks and assignments and compensations, as 
also the cost of production of opium ; and the Commercial Services I 
take net. Out of this 83 crores, about four-sevenths is now the revenue 
of the Government of India, and three-sevenths is the revenue of the 
Local Governments. Now, 1 think, it is possible to assign the principal 
heads to the Imperial and Provincial Governments in such a way that 
the Local Governments should have at their disposal a little more than 
the revenue which they at present enjoy, and the Government of 
India should have at its disposal a little less than what it has at 
present. 

The excess, which the Local Governments will thus get, should 
come back to the Government of India in the shape of fixed assign- 
ments, which, of course, would not be capable of growth, and to that 
extent the Government of India would have inelastic revenues at its 
disposal. On the other hand, as the Government of India will have 
Customs-revenue^and as it will realise more and more from this source, 
I do not think that there would be any difficulty as regards the total 
revenue of the Government of India being sufficiently elastic. I think, 
my Lord, that the Government of India could and should raise much 
more revenue from Customs than they are doing today. In Germanyi 
I find 57 millions are raised by Customs ; in America 60 millions are 
raised by Customs; so that there is plenty of margin for raising a larger 
revenue from this source in India. My proposal, therefore,’ is this, that 
certain principal heads should be provincialised straight off. I 
would begin with Land Revenue, Excise and Forests, making thrai 
over to Local Governments, and such Local Governments as 
would get from them more than they actually require just now 
should be called upon to make fixed allotments to the Govern- 
ment of India. As the Gk>vernment of India’s revenue from its own 
sources, such as Customs, grows, more and more of the other heads 
should be provincialised. So far, the advance has been from centraliz- 
ed finance to decentralized finance. When the process of decentraliza- 
tion is completed— and we are yet a good way from oconpletion-r-WB 
have to advance from that to federal finance, which should be our 
goal. And I have indicated briefiy how we may gradually proceed to- 
wards a federal basis. 

0.- 31 
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There is one matter of somd importanoe on which I would like to 
say a word before I finish, and that is the question of Provincial taxa” 
tion raised by my Hon’ble friend Mr. Quia* My Lord, this is a very 
important matter, and I quite recognise that Provincial finance will 
not attain an independent position unless and until Provincial Coun- 
cils have the powers of taxation ; but 1 think this is a very difficult 
problem, and things generally will have to advance a great deal before 
these powers can be safely conferred on those Councils ; in any case, 
1 urge, there should be no hurry in regard to this. I think, in the first 
place, the present practice of discussing Provincial Budgets must be 
well settled, and public opinion in the different Provinces must 
make itself felt by the Provincial Governments much more than it is 
doing today. Secondly, before powers of taxation are conferred on 
Local Governments, it is necessary that every Local Government 
should be a Council Government, with a Governor at its head, coming 
fresh from England. And, thirdly, it is necessary that there should be 
an elected majority of members in these Councils. When this position 
is reached, 1 think powers of taxation may safely be entrusted to 
Provincial Councils, but till then I would keep those powers in the 
hands of this Council. Finally, as regards borrowing, that will have 
to come after powers of taxation have been conferred, but I fear it will 
be some time before we are actually able to take these steps. 


1. Mr. H O. Quin, l.c.s. Secretary, Bofnbay Government, and Bombay 
Government's representative in the Imperial Legislative Council. 

-Mr, Quin bad said in his speech: ** No settlement can be regarded as complete 
wUob {ails to make definite provision for Provincial taxation and for Provincial 
borrowing in the open market*', 
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COST OF BUILDING NEW DELHI 

[ Gokhale, in niomng a Resolution recommending that th cost of 
building New Delhi should be met entirely out of loan funds, spoke at 
fdlows : ] 

My Lord, I beg to move 

That this Council reoommenda to the Gorernor-Qeneral in Oouneil that the 
amount of the loan to be raised during the next year be increased by one 
orore of rupees, so that the expenditure proposed to be incurred for building 
NewDelbi in 1913*13 should be met entirely out of loan funds and not partly 
out of next year's estimated surplus. 

My Lord, I do not think it is necessary for me to occupy the time 
of the Council for many minutes in discussing this question, because 
the issue which the Besolution raises is a comparatively simple one 
and may be briefly stated In the Government of India despatch of 
25th August lq3t,dreoommending the administrative changes, recently 
carried out, to the Secretary of Slate, the question of the cost of build* 
ing New Delhi is thus dealt with : 

Tha oost of the transfer to Delhi would be oonsiderable. We oannot oonoelwiit, 
however, that a larger sum than 4 millions sterling would be necessary, and 
within that figure probably oould be found the three years' interest on capital 
which would have to be paid till the necessary works and huildings were completed) 
We might find it necessary to issue a " City of Delhi" gold loan a^i 3} per cent* 
guaranteed by the Government of India, the interest, or the larger part cf the 
interest, on this loan beln ; eventually obtainable from rents and taxes. 

It is quite true that the language of this extract is guarded, but 
still what the Government mention here is that a loan to be called 
‘ the City of Delhi loan ’ might have to be raised in order to meet the 
cost of constructing the new capital. There is no mention made here 
of spending any money on the new capital out of current revenues— 
either out of regular revenue allotments in the budget or out of sur- 
pluses. The Hon’ble Finance Member, however, in his Financial 
Statement explains the course he proposes to adopt in the following 
words; 

I may say at ones that va are not yet in the posseselon of any estimates of 
Its ooSt. Flans for the temporary hoaiing of the Government of India headqnarte^s 
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m under preperation; but no plana for the permanent Imperial City are to be 
thought of until the beat available experts have studied and advised upon the 
project in all its bearings. Meanvrhile, my immediate duty has been to devise a 
soheme for finanoing the work, a soheme which will be as little onerous as pos- 
sible to the taxpayers of India. Three posaib'e alternatives have presented them- 
selves throughout. The drse, and in some ways the most attractive, would be a 
speoial Delhi loan. The second would be to charge the whole expenditure as it 
occurs against current revenue. The third would be to put the Delhi works on 
precisely the same footing as our large railway and irrigation works, treating 
them as capital expenditure and financing them partly from loans and partly 
from whatever spare revenues remain in each year after meeting our ordinary 
administrative needs. I shall net veary the Council by the various oonsidera- 
tions which decided us, with the full approval of the Secretary of State, to adopt 
the third of these courses. It will, I believe, commend itself to the finanoial and 
commeroial community of India. By treating the Delhi operations as ordinary 
capital work, we ensure the greatest possible elasticity in the provision of funds; 
we avoid unnecessary additions to our unproductive debt; and I hope we allay the 
fear-Hio far as I am concerned a baseless fear— that the new city will be built 
from the produce of fresh taxation. 

TheHon’ble Member goes on further to say that 

If money is easy and we can obtain more than we immediately require, It will 
lie in our cash balances available for future use. Meanwhile, as we shall now 
have three sections in our annual capital programme instead of two, we may 
ffCatonably enlarge the conventional figure of one orore which we have hitherto 
endeavoured to secure as our revenue surplus. There is no need to fix any stand- 
ard surplus; much will depend on the oiroumstances of the year and on the other 
Interests concerned; but whenever we find ourselves able to budget for a larger 
surplus than £667,000 without detriment to the other claims u^on* us, we shall 
4oso until the financing of new Delhi is completed. 

It will be seen that in this extract the Hon’ble Member does not 
confine himself to the idea of building Delhi out of loan funds, but 
makes prominent and even pointed mention of devoting such surpluses 
as may be available to the new capital Now, my Lord, I do not say 
that there ic necessarily any inconsistency between the despatch of the 
Government of India and the statement which the Hon’ble Member has 
made. It may be urged that while the despatch of the Government of 
India merely mentions that it mig/it be necessary to raise a loan, it 
does not bind the Government to build Delhi out of loan funds only ; 
on the other hand, the language of the Hon'ble Member, though it 
npeaks of devoting surpluses to the construction of Delhi, does not 
exclude the possibility of raising a loan for building the capital This* 
my Lord, is perfectly true. But the general impression left on the 
minds at those who read the despatch undoubtedly was that the new 
capital would be built out of loan funds, as any one can see from what 
appeared in various newspapers at the time on the subject On the 
other hand, the impression that is strongly created by the words, which 
the Hon’ble Member has used in his Finanoial Statement is that sur- 
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ploBes would first bo devoted to the -building of Delhi, and if any 
more money is required, that would be found by means of loans. 

My Lord, the Honlile the Finance Member says that he wishes to 
allay the fear— so far as he is concerned, he thinks it is a baseless fear 
— that the new city will be built from the produce of fresh 
taxatioa Now, in speaking of fresh taxation, I fear the Hon'ble 
Member is taking only a technical advantage of certain expressions 
which have appeared in the press in this oonnectioa It is true that 
immediately after the Delhi announcements some newspapers started 
the cry that the new capital would cost a lot of money, and that fresh 
taxation would be necessary. Bht, my Lord, whether the Government 
imposes fresh taxation for building Delhi or keeps up taxation at a 
higher level than is necessary for the ordinary needs of the country 
and secures surpluses which it devotes to Delhi, is after all the same 
thing. For when you devote your surpluses to this work, you practi- 
cally take that money out of the current revenues of the country. My 
Lord, what is a surplus 7 It is so much more money taken by the 
Government from the people than what is necessary for the ordinary 
requirements of the administration. If the Government could estimate 
exactly the expenditure required for a year and could also form an 
exact estimate of the revenues which would be required to meet that 
expenditure, then there would be no surplus— at any rate, no large 
surplus. It ia because it is impossible to estimate accurately how much 
revenue the Government would require in a year that surpluses accrue. 
But when they so accrue, the fact is clear that, to the extent repre- 
sented by them, the Government has taken from the people more than 
what was required for the actual purposes of the administratioa 

Proper Disposal of Surpluses 

Now, my Lord, there are three ways in which a surplus may be 
expended. You may devote it either to a reduction of debt; or yon may 
devote it to a reduction of taxation ; or it may be devoted to ocpendi- 
ture on useful objects in the country. In most Western countries, when 
a surplus is realized, it is devoted to a reduction of debt. Inthisoounby, 
the practice, though not identical, ultimately results in the same 
thing. Our surpluses in the first place find their way into our ca^ 
balances and from these they are either devoted to expenditure on 
railways or irrigation, that is, to productive works— which ultimately 
reduces our unproductive debt by a corresponding amount— or they are 
directly used for reducing our debt. But whether they are used in the 
first or second way, the result is ultimately the same, namely, that of 
reducing our unproductive debt This, however, has been one of 
ptinc^>al grievances which ncm-offlcial Members have urged in this 
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Council again and again for several fear past. I, for one, have, been 
raising my humble voice year after year against this misapplication 
of our surpluses since I entered this Council, now eleven years ago. 
Tear after year 1 have been pointing out that while this may be sound 
dnance in the West, it is not sound finance in this country, where the 
unproductive debt is really a very small amount Last year 1 went at 
some length into the question as to what was the amount of our unpro- 
ductive debt 1 took all the various liabilities of the Government into 
consideration, as also all the sums due to it and its cash balances ; and 
1 showed that the actual unproductive indebtedness of the Government 
of India— putting eiside the vast sums that have been spent on railways 
and irrigation, as they are earninl; their interest— was about 30 
millions sterling only. Since then the Hon’ble Member paid off i 
millions out of last year’s Opium surplus. And this year he pays off 
again another million out of this year’s Opium surplus. Thus, three 
millions are knocked off, leaving only about 27 millions as represent- 
ing our net unproductive indebtedness. It is true that the figures of 
unproductive debt which are given in Government publications are 
higher, because they do not take into account certain sums which are 
on the other side, namely, the loans that have been advanced by 
Government to Native States, to iocal bodies or to cultivators, and 
they also leave out of account our large cash balances. Now, an 
indebtedness of only 27 millions is a mere trifle for a country like 
India ; in any case, there need not be this great hurry to pay.it- off. If the 
Government will provide a regular sinking fund of a re^onable 
amount to pay off the debt, there will be no occasion for anybody to 
complain. As a matter of fact, there is already provision for such a 
sinking fund, as I pointed out last year. Under Railways there is a sum 
of a little over eight hundred thousand pounds, which automatically 
goes to the redemption of debt. Then, again, under Famine Relief 
and Insurance; a sum of nearly half a million is always allotted to 
avoidance or reduction of debt. A million and a quarter thus, or to 
be more correct, a million and one-third, is devoted every year to the 
reduction of debt. At this rate, if no war or great famine or any 
other extraordinary occurrence of a like nature drives the State to 
^rrow, our entire unproductive debt will be wiped off in twenty years 
and that without devoting any part of our surpluses to such reduction. 
There is not another country in the world where they could claim to 
be able to do this. In Western countries they have to provide a large 
sinking fund for the reduction of debt, because their unproductive 
debts are so large— a thousand million pounds in France, seven 
hundred million pounds or something like that, in England, and 
ocoresponding debts in other countries I Where you have such huge 
debts, it is necessary to provide for a large regular sinking fund, and 
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id Addition to dsrote muplufles, when they aoerae, to the same object: 
Moreover, the expenditure of Western oountriea is carried on under* 
the direct control of the representatives of the people. Therefore 
GhivernmentB in Western countries, being largely dependent on the 
votes of the people, try to conciliate popular feeling by remitting 
taxation whenever a suitable opportunity presents itself. Of course 1 
am not speaking of English finance of the last three years; but, speak- 
ing generally, the position is as 1 have stated. Though, therefore, the 
surplus that accrues in any particular year may go to the reduction 
of debt, any real improvement in the financial position, as represented 
by that surplus, is utilized as a rule for reducing taxation in Western- 
countries. In this country, on the other hand, our experience is that, 
whenever there is a surplus, it is devoted to the reduction of debt, and 
any real improvement in the financial position that it may indicate is 
hidden away, as far as possible, by underestimating the revenue or. 
overestimating the expenditure for the following year. And it is onlyl 
when the improvement is so striking that it cannot possibly be hidden 
away that relief is given to the taxpayers. Take the history of our 
finances during the last fourteen years. There were no doubt remis- 
sions of taxation granted, but that was because the Government could 
not help doing it As long as Government could help it, no reduction 
was made, and large surpluses were enjoyed and expended in various 
directions. Now, my Lord, my contention is that in this country a 
surplus is always a temptation to the Government either to pay off its 
debt faster than is necessary, or else to increase expenditure in direc- 
tions which entirely depend upon its own will and which sometimes; 
do not commend themselves to the people. This question, therefore, of 
the proper disposal of surpluses is to my mind a very important 
question, and that is why I raise it whenever an opportunity presents 
itself. My Lord, there are many useful directions in which our 
surpluses could be expended; or, if that course does not find favour 
with the Government, advantage ought to be taken of them to remit 
taxation so that the money remitted might fructify in the pockets of 
the people. Of course, if the Gk>vernment merely borrowed to build 
Delhi without at the same time utilizing the surpluses either for 
reducing taxation or for expenditure on useful objects, it would in 
effect be the same thing as devoting the surpluses tq the construction 
of the new capiteL For In tliat case, while you will be borrowing with 
one hand to build Delhi, you will, with the other hand, be paying off 
debt by means of surpluses, realized by keeping the level of taxation 
higher than necessary. What I want is that while Delhi should bo 
bi^t out of loan fun^— our trifling unproductive debt provides ample 
margin for that— the surpluses should be utilized either for non-recur- 
ring expenditure on education, sanitation and medical relief; as - 'my 
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nazt Resolution reocmmends, or else they should go to the reduotioD 
of taxatioa 

Government Figure of Surplus Questioned 
My Lord, the Hon’ble Member has estimated the surplus for next 
year at one and half millions. As a matter of fact, if the Council will 
oarefully analyse the revised estimates of this year, it will see that next 
year’s surplus is likely to be nearer four millions than one and a half 
millions. 1 think the Hon’ble Member, as also the Hon’ble Sir James 
Mraton^ will have to admit this. It is true that the Finance Depart' 
ment has made a very skilful attempt to hide away the true surplus 
partly under one head and partly under another, till only one and a half 
millions is left to show to the public. But I do not think the attempt has 
been successful. Take the revised estimates of this year; the surplus shown 
in the Statement for the year is 2*75 millions sterling. Out of this 1>75 
millions is the special Opium surplus. The ordinary surplus, therefore, 
ihat is the excess of ordinary revenue over our ordinary expenditure in 
this year’s revised estimates, is one million. Well, let us put that down 
first; next, my Lord, during this year the Government have made to 
Local Governments special grants, amounting to 1'42 millions or nearly 
miilons. If these gp-ants had not been made— they are all extra- 
ordinary grants — our surplus would have been higher by 1*42 millions. 
Then again I find from the Financial Statement that about half a 
million was spent in connection with the Royal Visit on the Civil side ; 
two hundred and seven thousand pounds on the Military*side, and the 
bonus and other boons came to about six hundred thousand pounds >* 
altogether over one million and three hundred thousand. That is also 
extraordinary special expenditure belonging to this year only. We 
thus have one million the declared surplus, millions in the 
amount of special grants to Local Governments, and 1*36 millions, or 
about that, tljie cost to the Government of India in connection with the 
Royal Visit— altogether 3’87 millions, or nearly 4 millions. This then 
represents the real excess of our revenue over our expenditure at present, 
leaving aside the Opium surplus and leaving aside also what 1 have 
called our automatic sinking fund. But what 1 find done is that in next 
year’s Budget, under nearly every head, the revenue has been under- 
estimated and the surplus has been worked down to 1| millions only. 
I hope the Council will see this and I hops it will realize that the ques- 
tion before us is not about millions only but about 4 millions 
sterling. 

Consiniction of Delhi out of Loan Funds 
If the Government realize this sum of 4 millions— and I am 
sura it will realize it unless something extraordinary happens— and 


1. we foot-note on p. 162 , 
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if the estimate of the oost of new Delhi is correct, the Government 
could build the capital out of surpluses in one or two years. If this 
happens, whether provision for the expenditure is made out of current 
revenue at the beginning of a year or out of an estimated surplus at the 
end of the year makes really no difference. Only in the one case you 
put down the expenditure beforehand against revenue, and in the other 
you wait till such time as the accounts of the year show a surplus 
and then take the money. In either case, however, the money comes 
out of taxation. My Lord, as the Government has foreshadowed 
in its despatch of 25th August last the floating of a special Delhi Loan, 
I contend Delhi should be constructed out of loan funds, whether it costs 
4 millions or 5 millions or 10 millions or any other amount. We want 
our surpluses for other purposes and the smallness of our unproductive 
debt allows plenty of margin for a Delhi loan. I urge, my Lord, there- 
fore, that the loan for this year should be raised by one crore more— the 
amount indicated by the Hon’ble Member as likely to be taken out of 
next year’s surplus to be spent on the construction of Delhi — and 
that the new capital should be constructed entirely out of loan funds 

[ Replying on the debate which endued, Ookhale spoke as follows : J 

My Lord, I will first say a few words as to what has fallen from 
my Hon’ble friend Sir James Meston. I accept his correction as 
regards million, and I am quite willing to say that the present 
excess of our revenue over our expenditure is about 3 J millions instead 
of 3^ millions. As regards the other point, namely, that I have left 
out of account the proposed expenditure on education next year, 
namely, li crores, I may remind my Hon’blo friend that I have also 
left out our normal growth of revenue during next year. Sir Edward 
Baker^, when he was Finance Minister, once estimated this normal 
growth of our revenues at about crores. I have not taken that into 
consideration, and that is a set-off against the increase in educational 
expenditure which has been provided. Assuming, however, that the 
£l million extra, which is going to be spent on education, should be 
deducted, there still remains a surplus of 2^ millions. My Hon’ble 
friend could not take it down further, and he has not told us why the 
Finance Department has budgeted for a surplus of only a million and 
a half. But whether the actual amount is 3^ millions or 3 millions or 
2 1 millions, it is a substantial surplus, and my contention is that there 
is nothing to prevent the Government from building Delhi out of 
current revenues by devoting the whole of the surplus to it for tqro br 
three years. 


1. see foot-note oa p. SI. 
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next Besolution recommends, or else they should go to the reduoUtm 
of taxation. 

Government Figure of Surplus Questioned 
My Lord, the Hon’ble Member has estimated the surplus for next 
year at one and heilf millions. As a matter of fact, if the Oouncil will 
carefully analyse the revised estimates of this year, it will see that next 
year’s surplus is likely to be nearer four millions than one and a half 
millions. 1 think the Hon’ble Member, as also the Hon’ble Sir James 
Meston', will have to admit this. It is true that the Finance Depart- 
ment has made a very skilful attempt to hide away the true surplus 
partly under one head and partly under another, till only one and a half 
millions is left to show to the public. But I do not think the attempt has 
been successful Take the revised estimates of this year; the surplus shown 
in the Statement for the year is 2*75 millions sterling. Out of this 1>75 
millions is the special Opium surplus. The ordinary surplus, therefore, 
that is the excess of ordinary revenue over our ordinary expenditure in 
this year’s revised estimates, is one million. Well, let us put that down 
first; next, my Lord, during this year the Government have made to 
Local Governments special grants, amounting to 143 millions or nearly 
millons. If these grants had not been made— they are all extra- 
ordinary grants— our surplus would have been higher by 143 millions. 
Then again I find from the Financial Statement that about half a 
million was spent in connection with the Royal Visit on the Civil side ; 
two hundred and seven thousand pounds on the Milit&y^ide, and the 
bonus and other boons came to about six hundred thousand pounds • 
altogether over one million and three hundred thousand. That is also 
extraordinary special expenditure belonging to this year only. We 
thus have one million the declared surplus, 1| millions in the 
amount of special grants to Local Governments, and 1<36 millions, or 
about that, the cost to the Government of India in connection with the 
Royal Visit— altogether 3'87 millions, or nearly 4 millions. This then 
represents the real excess of our revenue over our expenditure at present, 
leaving aside the Opium surplus and leaving aside also what I have 
called our automatic sinking fund. But what I find done is that in next 
year’s Budget, under nearly every head, the revenue has been under- 
estimated and the surplus has been worked down to millions only. 
I hope the Council will see this and I hope it will realize that the ques- 
tion before us is not about 1| millions only but about 4 millions 
sterling. 

Consfrucfion of Delhi ouf of Loan Funds 
If the Gkyvernment realize this sum of 4 millions— and I am 
sure it will realize it unless something extraordinary happens- and 
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if the eetimate of the cost of new Delhi is correct, the Government 
could buUd the capital out of surpluses in one or two years. If this 
happens, whether provision for the expenditure is made out of current 
revenue at the beginning of a year or out of an estimated surplus at the 
end of the year makes really no difference. Only in the one case you 
put down the expenditure beforehand against revenue, and in the other 
you wait till such time as the accounts of the year show a surplus 
and then take the money. In either case, however, the money comes 
out of taxation. My Lord, as the Government has foreshadowed 
in its despatch of 25th August last the floating of a special Delhi Loan, 
I contend Delhi should be constructed out of loan funds, whether it costs 
4 millions or 5 millions or 10 millions or any other amount. We want 
our surpluses for other purposes and the smallness of our unproductive 
debt allows plenty of margin for a Delhi loan. I urge, my Lord, there* 
fore, that the loan for this year should be raised by one orore more — ^the 
amount indicated by the Hon’ble Member as likely to be taken out of 
next year 3 surplus to be spent on the construction of Delhi — and 
that the new capital should be constructed entirely out of loan funds 

[ Replying on the debate which ensued, Ookhale spoke as follows : ] 

My Lord, I will first say a few words as to what has fallen from 
my Hon'ble friend Sir James Meston. I accept his correction as 
regards £\ million, and I am quite willing to say that the present 
excess of our I'evenue over our expenditure is about 3| millions instead 
of 3 J millions. As regards the other point, namely, that I have left 
out of account the proposed expenditure on education next yeeur, 
namely, IJ crores, I may remind my Hon’ble friend that I have also 
left out our normal growth of revenue during next year. Sir Edward 
Baker^, when he was Finance Minister, once estimated this normal 
growth of our revenues at about crores. I have not tahen that into 
consideration, and that is a set-off against the increase in educational 
expenditure which has been provided. Assuming, however, that the 
£| million extra, which is going to be spent on education, should be 
deducted, there still remains a surplus of 2| millions. My Hon’ble 
friend could not take it down further, and he has not told us why the 
Finance Department has budgeted for a surplus of only a million and 
a half. But whether the actual amount is 3J millions or 3 millions at 
2 1 millions, it is a substantial surplus, and my contention is that there 
is nothing to prevent the Government from building Delhi out of 
current revenues by devoting the whole of the surplus to it for two' or 
three years. 

1. see foot-note on p. 31, 
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My Lordi the Hon’ble the Finance Minister drew a somewhat 
frightening picture as to what might happen to us in the course of a 
year. The sky, he warned us, might suddenly become overcast, and 
instead of the very comfortable situation in which the Finance Depart- 
ment finds itself at present, it might be necessary to impose extra 
taxation ! In replying to my friend the Hon’ble Pandit Madan Mohan 
Malaviya^ a few minutes ago, the Hon’ble Member spoke of his propo- 
sal as calculated to lead to bankruptcy 1^ Now I am quite sure the force 
of reasoning of the Honhle Member would not suffer any abatement if 
he did not try to frighten us thus with talk of bankruptcy or of extra 
taxation. I am quite sure there is no need just now for either. With 
a surplus which may reach five millions, with that amount jingling in 
his pocket, I really do not understand how he can talk of bankruptcy or 
of extra taxation ! When we do actually get into troubled waters, it 
will be time enough for him to speak of bankruptcy or other dreadful 
possibilities 1 The Hon’ble Member said that in other countries they 
have resorted to short term loans for such purposes. Well, I should be 
very glad if that plan were adopted by the Government of India. A 
short term loan,, spreading the burden of building the new Capital over 
a period of, say, ten or fifteen years, would not be a bad arrangement* 
What 1 object to strongly is the utilization of our surpluses in this inde- 
finite manner for the building of Delhi. The Hon’ble Member says , 
why should we throw any burden on future generations ? But what does 
he mean by a generation? Does he mean that only twb or three or four 
years form a generation ? At the present rate, if things continue nor- 
mal, you could build Delhi in the course of two or three years out of 
surpluses if the estimate of the cost is not far wrong. Does he call 
two or three years a generation ? If he raises a short term loan of ten 
or fifteen years, I shall have no complaint to make. 

Then, lAy Lord, the Hon’ble Member says that the Opium-revenue 
might be extinguished any moment or that we might suddenly get in- 
to other complications. But that itself is, to my mind, a very import- 
ant reason why this money which is available just now should not be 


Madan Mohan Malaviya (1861-1946), founder, Banaras Hindu University 
( 1916 ), member, U. P. Legislative Council ( 1902). member, Imperial Legislative 
Council ( 1910 ), President, Indian National Congress, (1909. 1918 and 1933 ) ; was 
one of the founders of the Hindu Mahasabha and presided over its sessions held at 
Allahabad ( 1924 ) and Poona. ( 1935) ; attended the Indian Koupd Table Conference 
held in London ( 1931 ). 

2, Pandit Madan Mohan Malaviya had moved a resolution recommending that 
*'tbe special grant to the United Provinces be raised by a sum equivalent to one. 
eighth of the land revenue raised in those Provinces,*’ and the Finance Member bad 
replied that any such change * would open the door to financial chaos, and point 
the way to the bankruptcy of India.’ 
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devoted to euch purposes as building a new city when It is urgently 
wanted for other objects. Money for non-recurring expenditure is requi- 
red in various directions, as I will show when I move my next Resolu- 
tion— for education, for sanitation, and for medical relief. When you 
have a surplus, that surely is the time when you can help Local 
Governments in meeting this expenditure. But my Hon’ble friend, 
when he has the opportunity, wants to take away the surplus for build- 
ing a new Imperial city, and so we cannot get it now. Later, if and 
when we get into more troublous times, he will, of course, have nothing 
to give to Local Governments for these objects. 1 recognize that 
provision has been made in this yearns budget for an additional 125 
lakhs for education. That of course is true and I will speak about it 
on a future occasion. But leaving that out of account and merely 
confining ourselves to the manner in which our surpluses are utilised, 
I contend that the first and foremost claim on them in our present state 
is that of non-recurring expenditure in connection with education, 
sanitation, and medical relief. The Hon’ble Member said that his 
figure for unproductive debt differed from mine, and he mentioned 45 
millions as the figure of our unproductive debt at present. Through 
the courtesy of the Hon’ble Sir James Meston I have got that figure 
here. A glance at it is sufficient to show that it does not represent the net 
unproductive indebtedness of the country today. Take the amount 
borrowed in 1908-09. There was in that year a deficit of 3J millions, 
but the GoVefnment floated a loan of 6 millions— millions to meet 
the deficit, and millions for other purposes. Again, later on, they 
borrowed 5 millions to pay off certain debentures, and then, instead of 
paying off the debentures, the loan went to swell the cash balances 
at the disposal of the Secretary of State, Surely that does not mean 
any true addition to our net indebtedness. If we take our net in- 
debtedness, by which I mean all that the Government owes, minus all 
that is owed to the Government and the cash balances, which the 
Government maintain, whether in England or in India, the figure will 
be found to be 27 millions only, and no more. Well, that is a small 
amount, and if you add to this four or five millions for building Delhi, 
our unproductive debt will still be trifling. 

My Lord, to the other questions raised by the Hon’ble Member, I 
think it will ba more convenient for me to reply when I deal with the 
next Resolution. This matter is an important one, and I think it 
necessary to press my motion. 

( The resolution was rejected, 16 voting for and 39 agair^t ) 
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'finanetal Dlsauitiortt 1 912^13, First St 7th March 1912» 

SURPLUSES AND PROVINCIAL RESERVES 

[ Moving a resolution recommending the creation of special Promndal 
Reserves by means of grants from Imperial surpluses, 0-okhale spoke 
as follows'.] 

Sir, 1 beg to move 

Thai this Couooil reoommeads to the Qovernor-Qeneral in Counoil that 
the total amount of the grants proposed to be made to the several Pro* 
▼inoisl Qorernments and Administrations during ltfl2-13 be increased by 
one million eterling — which means two*thirds of next year's estimated 
surplus— to form the nucleus of special Provinoial Reserves, from which 
those Governments and Administrations could finance programmes of non* 
recurring expenditure in their Provinces on education, sanitation and medical 
relief, spread over a period of at least fire years, and that in future two-thirds 
of the Impe ial surplus, whenever it accrues, be added to these reserves. 

Definition of' Financial Statement ’ Needs Widening 

Sir, before I deal with this Resolution, I tliink it necessary to 
jenew my complaint of last year as regards the rule which regulates 
the discussion of additional grants to Local Governments in this 
Counoil. I pointed out last year— and I must repeat a^ain today what 
1 then said— that under the rule as it stands only the 'additional 
grants that are made in the budget for the year following can come up 
directly for discussion before this Council. The rule speaks of ' any 
additional grants mentioned in the Financial Statement,’ and ‘ Finan- 
cial Statement ’ is defined ‘ as the preliminary financial estimates of 
•the Governor-General in Council for the financial year next following'. 
Therefore, st^ctly speaking, we can raise a debate here today only as 
regards additional grants that are in the budget estimates for next 
year, that is, for 1912-13. The rule, therefore, Sir, causes considerable 
inconvenience, because the more important grants are generally found 
in the revised estimates of a closing year, and if a Finance Minister 
chooses to put it out of ourpower— I do not say that the present Finance 
Minister intends to do anything of the kind— to discuss the grants 
that are made in the year, all that he has got to do is to underesti- 
mate the revenue in the budget, mention no grants, and, once the Fin- 
ancial Statement is out of the hands of this Council, to begin making 
grants, mentioning them only at the end of the year in the revised esti- 
mates I If this is done and if there are no additional grants in the 
budget for the year following, no question can be raised about the 
grants made during the yearr Fortunately, this year we have got 
additional grants for education in next year’s budget, and therefore 
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we are abli today to bring up the whole question of grants for dlsous* 
sion. I point this out because, unless this is remedied, an Important 
object which the Government had in view in expanding the functions 
of this Oouncil will be frustrated, k small change is all that is neces' 
sary. ‘ Financial Statement ’ should include not only preliminary 
estimates for the year following but also the revised estimates for the 
current year. 


Proper Disposal of Surpluses 

Sir, this morning I pointed out that, if things continued normal, 
our real surplus next year will be nearer four millions than 1 J millions 
which is estimated in the Financial Statement. It will certainly be 
over three millions, and probably it will be nearer four. Now, the ques- 
tion is, bow is this surplus going to be disposed of ? It is an old stand- 
ing controversy between the Finance Department of Government on 
the one sids and certain non-official Members of this Council on the 
other— a controversy which has been carried on year after year for 
several years past, and I fear that it will have to be carried on till the 
Government comes round to the view which has been so often urged 
upon its attention. I pointed out this morning, Sir, that a surplus 
after all is so much more revenue taken from the people than what is 
really required for the needs of administration. A surplus, moreover, 
springs fronji tbs proceeds of taxation, and therein lies the difference 
between it and a loan. A loan is raised by borrowing ; a surplus results 
from taxation. Now, Sir, had our unproductive debt been large, 1 could 
have understood the present policy of devoting surpluses to the reduc- 
tion of debt. Even taking the figure which the Hon’ble the Finance 
Member gave this morning, namely, 45 millions, everybody will admit 
that it is a very small amount, considering the extent of the country 
and its financial resources. Moreover, if you provide a reas’onable sink- 
ing fund for liquidating this debt, the responsibilities of the present 
generation in that matter are discharged. I have pointed out already 
that there Is a million and a quarter or rather a million and one-third 
annually devoted to the reduction of debt as a sort of sinking fund. 
And, even if our debt is 45 millions, a million and a quarter or a million 
and a half, devoted every year to its reduction, is a very satisfactory 
sinking fund. And there is no necessity for any portion of our surpluses 
being utilized for the same object. My first point therefore is that, 
taking the smallne^ of our unproductive debt into consideration, 
there is no need to liquidate it out of our ordinary surpluses, the pro- 
vision that already exists for redemption of capital under railways and 
for reduction or avoidance of debt under famine insurance being amply 
sufficient for the purpose. 
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Sir, my second point is that money is required for non*>r6curTing 
expenditure in many directions in this country, specially for educa- 
tion, sanitation and medical relief. Schools have to be built and good 
water-supply in villages and drainage and water works in towns are 
needed all over the country, and we also want dispensaries and hospi- 
tals, These works will require not ten but hundreds of crores of rupees, 
and the problem could not be satisfactorily dealt with unless the 
Government made a large regular allotment for this purpose. The 
Government, however, is reluctant to make a large regular allotment 
out of current revenues. Therefore, I propose another method which, 
though not equally satisfactory, wiH^be found to answer the require- 
ments to some extent. I pointed out this morning that the excess of 
our normal revenue over expenditure, taking things as they stand at 
present, is about 4 millions or 6 crores of rupees. Now what I urge is 
that two-thirds of this surplus, as also of future surpluses, should be 
placed at the disposal of Provincial Governments for non-recurring 
expenditure on the objects I have mentioned. The present policy of 
making grants for one year only out of the surplus that accrues during 
that year is a wasteful policy. No one has condemned the policy of 
doles in stronger terms than the Hon’ble the Finance Member or the 
HonT}le Sir James Meston.^ The Decentralization Commission* also 
has expressed itself very strongly on the subject ; in fact every one 
seems to ba agreed on that point. And the present pojicy is nothing but 
a policy of doles. Whenever you have a large surplus, you feel bound to 
distribute a part of it among the Local Governments, so much to one, 
80 much to another and so on. The result is that there is a great deal 
of waste. The Local Governments cannot rely upon a continuance of 
their good fortune, and therefore, they cannot take in hand any large 
scheme which requires financing over a series of years. This leads 
often to ineffective and wasteful expenditure, which no one really de- 
plores more than the Local Governments themselves. The Government 
of India, on the other hand, can think only of a single surplus at a time , 
and therefore it is not surprising that it does not bind itself to make 
any further grant until another surplus is realised. Thus this policy 
of doles into which the Finance Department is again drifting— and I 
say this in spite of my great admiration for the manner in which tlie 
Hon’ble Member has been administering our finances during recent 
years— is a wasteful policy and it must therefore be altered. 

Provincial Reserves for Expenditure on Nation-Building Departments 

Now, Sir, the only way in which you can alter this policy is by 
adopting a scheme somewhat similar to what I bp ve ventured b place 
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before you. My prc^al is that whenever you realise a surplus, you 
put aside, if you insist on it, a certain reasonable proportion of it to go 
to the liquidation of debt. I, for one, do not want really any portion of 
surpluses to go to the liquidation of debt. But the Finance Department 
thinks otherwise; therefore let a certain proportion— not more than 
one-third— go to the liquidation of debt. Having done that, let the 
rest of it bo made over to Provincial Governments to form the nucleus 
of Provincial reserves for non-recurring expenditure on education, sani- 
tation and medical relief. Sir Edward Baker^ started famine reserves 
in the different Provinces. That policy has been further developed 
under the present financial regime. I would like to have another reserve 
in each Province for the purpose of meeting non-recurring expenditure 
on education, sanitation, and medical relief. What the Government 
may do is this ; if you have a million and a half next year ( taking the 
figure in the Budget Estimates ), take half a million for your own 
purpose, but give the remaining million to the Local Governments, 
distributing it among them in accordance with some fixed principle of 
which 1 will speak later. Let the money thus given remain with the 
Local Governments. Again, in the year that follows, if a surplus is 
realized, let two-thirds of it be again added to the different Provincial 
reserves. When, after a time, the Provincial Governments find that 
thpy have built up reserves strong enough to take in band a large 
programme of non-recurring expenditure, and when they feel that they 
have enough ihoney to finance such a programme over a series of years, 
let them begin to carry out such a programme. By this method the 
wastefulness which is inevitable under the policy of doles will be pre- 
vented and the money allotted will be used most effectively. When 
the Provincial Governments have a considerable amount of money to 
their credit in this manner, they will feel sure of being able to finance 
certain schemes properly, till they are carried out. During that time, 
while they are engetged in carrying out these schemes, more money will 
be coming in from other surpluses, and thus they will be in a position 
to take in hand from time to time other schemes. It is only by thus 
enabling the Provincial Governments to have special reserves at their 
disposal and to spread their programmes over a series of years that the 
most useful and the most economical expenditure of the grants made 
to Local Governments can be ensured. 

Sir, an unfortunate feature of the present policy, which needs 
special mention, is that a great deal of scramble goes on among the 
different Provincial Governments as to how to secure the largest shue 


1. tee foot-note on p. 51. 



256 


IMFUmL XiEGlSLATiyE COUNCIL 


for themselves. In fact, one almost feels that the days prior to 1870, 
when the decentralization of our Provincial finance first began, are 
again returning in some respects. It is not the Province that has the 
greatest need that gets the most, but it is the Province that makes the 
most clamour, that manages somehow to be heard most, that gets 
most 

The Hon’ble Sir Guy Fleetwood Wilson: What about Bombay ? 

Gokhale: If the description applies to Bombay, let it apply. I 
have no knowledge on the subject. 

But I say that this scramble is unfair all round and that is another 
argument against the present system. 

Sir, if the Government adopted some fixed principle in accordance 
with which surpluses would be distributed among the different Pro- 
vincial Governments, not only would this scramble cease, but it would 
also be one way of redressing those inequalities of Provincial finance 
to which my friend, the Hon’ble Pandit Madan Mohan Malaviya, drew 
attention this morning. It is true that we cannot now go in search of 
any new theoretical standards of equality in distributing the revenues 
of the country among the different Provinces. But so far as the distribu- 
tion of surpluses is concerned, we are not committed to any old scales 
of expenditure, and the Government of India could very well make 
the distribution in accordance with some fair standard, say, rateably 
according to the revenues which are received by it from the different 
Provinces. That, I think, would be a very fair way of distributing 
the additional grants. Take, Sir, the Education Department, over 
which you^ preside. I sincerely rejoice that more money has been 
found for education. But the Government sanctions so much money 
for an educational institution in one Province, so much for an 
institution in another Province ; that does not appear to be a very 
satisfactory way of spending the amount. What the Government 
should do— and I am sure that is what the Education Department 
wants to do— is to have a comprehensive programme framed after 
considering the important needs of all the Provinces ; and to carry out 
this programme, as funds are available, the Department should distri- 
bute any money that comes into its hands rateably or according to 
some other fixed principle. And the different Provincial Governments 
should then be left free to decide on what particular institutions they 
would spend the money. If the Government of India either in tlie 
Education Department or in any other Department takes it upon itself 
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to sanction special expenditure on particular institutions in the 
different Provinces, of which it cannot, in the circumstances of the 
case, know much, it is bound to lead to unsatisfactory results. After 
all the Local Governments are, speaking generally, the best qualified to 
decide what institutions in their Provinces need or deserve money 
most. Sir, the recent despatches of the Government of India and the 
Secretary of State on the administrative changes mention Provincial 
autonomy as being the goal towards which the Government in this 
country must advance. It is a momentous declaration. I do not 
want to enter on this occasion into the question which has already 
been raised in connection with* it, namely, whether the expression 
signifies popular Provincial autonomy or only official Provincial 
autonomy. Whichever autonomy is meant, one thing is clear, that 
the Provinces are to be left more and more, under the general control 
of the Government of India, to administer their affairs themselves. If 
that is so generally, it must also be so in the matter of spending 
money. In placing, therefore, lump allotments to the credit of the 
various Provincial Governments, and allowing them to spend these 
allotments in such ways as they may deem fit, you will be only 
carrying out this policy. Sir, I therefore propose that two-thirds of 
next year’s surplus should go to form a nucleus of Provincial reserves, 
and as fresh surpluses accrue, two-thirds of them should be added to 
these Provincial ibserves. Sir, 1 move the Resolution which stands in 
my name. 

I Replying on the deb.ite which ensued, Ookhale spoke as follows : ) 

Sir, the Hon’ble Sir James Meston has opposed this Resolution, 
but I should like to hear his views on the same subject a year hence 
and in another place. The difference between the present arrange- 
ment and the arrangement that would come into force if diy Resolu- 
tion is adopted, is this. In the first place, the Government of India 
would be bound to allot two-thirds of its surpluses to Provincial 
Governments. There is no such obligation now ; as a matter of fact, 
it is a mere matter of chance how much the Government gives to 
Provincial Governments or whan it gives it to them. My view is that 
a surplus, being so much more money taken from the people, should 
be returned to the people either by reducing taxation, or by spending 
it on objects of public utility. And my suggestion is that the Govern- 
ment of India should be bound to return two-thirds of any surplus, 
that arises, to the psople in the shape of allotments to Provinces for 
olqeots that 1 have already mentioned. Secondly, Sir, I should like to 
bind the Provincial Governments themselves in their turn to spend 
the sums which they recsive on programmes of non-recurring expen- 
diture connected with education, sanitation and medical relief. 1 
0.-33 
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think Buoh an automatic arrangement will give Provincial Govern- 
ments a great» sense of confidence as regards taking in hand definite 
important programmes which must be spread over a certain number 
of years. If special reserves were built up on the lines I have propo- 
sed, and if automatically two-thirds of our surpluses go into these 
reserves, the position of Local Governments in dealing with such 
programmes would be much stronger than it is at present. The 
Hon'ble Member asks, what would happen if there is no surplus in 
any one year ? Well, there would be no addition to the reserves in 
that year, but the Provincial Governments will have started their 
programmes on the strength of what was already in their reserves, and 
so those programmes will not be interfered with. 

I think my Hon’ble friend will have to admit that there is an 
important difference between what would happen if my proposal were 
adopted and things as they are under present arrangements. As 
regards what he Said about the necessity of maintaining our credit 
high, well, they are old arguments which have been brought forward 
on the Government side again and again by him, by the present 
Finance Minister, by his predecessor Sir Edward Baker, and by his 
predecessor Sir Edward Law*. We have discussed these points again 
and again, and though the Government has moved to a certain extent 
from its first position, it will have to move a good deal further before 
the controversy is over. After all, doss anybody really contend that 
the credit of our country is high or low, according as a small unpro- 
ductive debt is a few millions less or more ? Can any one seriously 
argue that a debt of 40 millions for this country means higher credit 
than a debt of 50 millions ? The Government of India have been 
borrowing at the same rate for the last twenty years or so. The last 
conversion scheme was, I believe, in the days of Sir David Barbour*^ 
and there has been no conversion sines then. If you have been 
borrowing at the same rate for the last twenty years, though recent 
surpluses have enabled you to reduce your unproductive debt consi- 
derably, I do not see how a little higher or a little lower debt makes 
any real difference to your credit. I can understand the argument, 
which I remember was used in this Council about twenty years ago or 
thereabout, by a Member of the Government for keeping the unproduc- 
tive debt low. He said it was necessary to keep down the debt in 
order that the Government may be in a position to borrow again if a 
sudden emergency atrose on the North-Western Frontier. That was 
at the time when Indian finance was dominated by the fear of a Rus- 
sian invasion, and there was then a substantial reason for the policy 
of reducing the unproductive debt on every possible occasion. But 


1. SM foot-note on p. 76. 


2. eee foot-note 3 on p. 8. 
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that situation has been profoundly altered, and, with our unproduotire 
debt standing as' low as it doss, to talk of the necessity of m ai ntaining 
our credit high in connection with the use of our surpluses is to use, as 
1 once said. Western formulae, without taking into account the differ* 
enoe between Western and Eastern conditions. Unless the.'QoTern* 
ment allots money out of surpluses to non-recurring expenditure on 
education and other objects, where is the money to come from ? If you 
go to a Provincial Government, it says it has no money ; the Govern- 
ment of India has the money, and I contend that it is its duty to make 
that money available to the country for the purposes which I have 
mentioned. 

( The resolution was rejected? 13 voting /or and 40 against. ) 


Financial Diccuicion, 1912-13, Second Staia, 8th March 1912. 

MR. DADABHOY’S CHANGED VIEWS 

[ On 8lh March 1912, Sir Ouy Fleetwood Wilson, the Vice-- 
President, presiding, Mr. R. N. Mudholkar^ moved a resolution 
recommending that the grant to Protective Works — Irrigation — be 
increased by fifty lakhs of rupees. Speaking on the resolution, Mr. 
Da iabhojfi said he was un Me to support' it. Gokhale's comment on this 
was as follows : ] 

Gokhale>; *Sir, I rise simply to congratulate the Hon'ble Mr. 
Dadabhoy on his conversion to the official view of things in this 
matter. The conversion is comparatively recent, because. Sir, I 
remember a debate which took place in this Council four years ago, in 
which my Hon’ble friend made precisely the same complaint about the 
policy of the Government that the Hon’ble Mr. Mudholkar has made 
today. Mr. Dadabhoy was then handled somewhat roughly by the 
Hon’ble Sir John Miller, as those who were present on the "occasion may 
remember. This is what Mr, Dadabhoy said at the time : 

When the Government is moved for an additional grant, suflioient to eover 
the aoonmulated arrears, the prayer is refused on the scores impraotioability, 
frhe money ooald not be spent I That may be a satisfactory reason from the 
official point of view but is singularly unoonvinolng in view of the extra 
lavish expenditure, sanctioned for the Army and Public Works of at least 
doubtful utility and urgency. 


1. Ranganath Narasinha Mudholkar ( 1857-1921), secretary, Berar 
Sarvajanik Sabha ( 1886-98 ) ; joined the Indian National Congress ( 1898 ) ; was 
General Secretary, Indian Industrial Conference from its very start aid pterided 
over its fourth session ( 1908 ) ; President, Indian National Congress ( 1912 ) . 

2. see foot-note 1 on p, 175. 
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POLICE 

I Ookhtle, in moving (X Resolution recommending the reduction of 
the. allotment to Police bn one lakh of rupees, spoke as follows : ] 

Bir, 1 beg to move 

That this Council recommends to the Governor-General in Council that the 
allotment to Police (India General) for next year be reduced by one lakh of 
rupees. 

On a reference to page 61 of the explanatory memorandum, the 
Council will see tliat the Imperial pcfrtlon of police charges is shown 
there under three heads. One is India General, the second is Balu- 
chistan and the third is North-West Frontier. Now, taking the budget 
and the revised figures for the current year, it will be seen that while 
the charges for Baluchistan and North-West Frontier have gone 
down, the revised figures bsing lower than the budget figures, the 
figure for India General has increased considerably. The explanatory 
paragraph appended to this head explains how the decreases against 
Baluchistan and North-West P’rontier are only nominal; and as I do 
not raise any question about those entries, I will say nothing more 
about them. The entry against India General, on the other hand, 
shows an increase of Rs, 36,000 in the revised estimate over the budget 
estimate, but there is not a word of explanation in iSie explanatory 
paragraph about that increase. Now, Sir, my first query is, why is 
there no explanation given, and what is the explanation of the increase ? 
Next, if the Council will look at the figures under this head for the 
last three years, namely, the accounts for 1910-11, the revised figures 
for 1911-12, and the budget figfures for next year, it will be seen that 
there is a continuous increase in the charges. In the accounts of 
1910-11, the cHarges were Rs. 8,45,000. Last year, the budget estimate 
of the current year was taken at Rs. 8,96,000, whereas the revised figure 
now laid before us stands at Rs. 9,32,000 ; while in the budget for next 
year the sum that is entered is Rs. 9,37,000. Thus the sum budgeted for 
next year is much larger than the actual for 1910-11. It is also mAch 
larger than that which was budgeted for last year, and is even slightly 
higher than the revised estimate for the current year. I should like to 
know why this item is showing an increase when the general policy of 
Government in regard to such charges is now one of retrenchment. 

Then, Sir, I find from a return which was laid the other day on 
Idle table in reply to a question which I put about retrenchment that 
in the expenditure which the Home Department controls there is an 
item of 2*83 lakhs on account of the Central Criminal Investigation 
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I>epartment That is on the authority of the Hon*ble Mr. Wheeler, 
Acting Home Secretary, and the amount is given for the year 1910-1911, 
Now, if wo turn to the actuals for 1910-1911, as given in this 
yellow book — the Finance and Revenue Accounts which is published 
annually — I find that the cost of the Central Criminal Investigation 
D^artmont of the Government of India for 1910-1911 was 3 05 lakhs, 
and not 2- 83 lakhs as shown in the return. I should like to have an 
explanation of this discrepancy ; evidently something is left out in the 
return, or something is included in this yellow book which I cannot 
make out. I want, therefore, to know whether the Criminal Investiga- 
tion Department charges of the Government of India are really 2-83 
lakhs or 3-05 lakhs. Lastly, Sir, — and that is the principal point for 
which I have raised this discussion today — I want to know how much 
of this sum represents the cost of the Government of India Criminal 
Investigation Department in Provinces which have got Criminal Inve- 
stigation Departments of their own. I speak necessarily at a disad- 
vantage in this matter, because outside the department the general public 
knows very little as to the constitution of the Criminal Investigation 
Department. But it is a matter of common knowledge that the Gov- 
ernment of India Criminal Investigation Department maintains officers 
and man of its own— a small number— in the different Provinces, which 
hare got their own Criminal Investigation Departments. And I should 
like to know how the spheres of work of the two are differentiated. Of 
course, so far as the'territories directly under the Government of India 
are concerned, they would be for the Government of India Criminal 
Investigation Department. So also in regard to the Native States, 
which are in direct relations with the Government of India. Finally, 
the expenditure that is incurred in watching men in foreign countries 
would also come under the Government of India expenditure. So much 
I think is clear ; but in addition to this, I have heard on good«iUthority 
that the Government of India Criminal Investigation Department main- 
tains a few officers and men of its own, and does espionage work on 
its own account even in Provinces which have got their own full-fledg- 
ed Criminal Investigation Departments, and I want to know why this 
is done. I find. Sir, that this has been a matter for repeated c<»nplaint 
on the part of several Local Governments, and the Decentralisation 
Commission^ in its Report notes this complaint. This is what the 
Commission says : 

The Lieuteoant-Ooreraor of the United Provinoes* oomplsined of eneroeoh* 
meat on the Provinoial ephere of administration by the DireotorofOriipinal 
Intelligenoe, and we have received eimilar oomplaints in other Proviuoee aa to 
what wai regarded as the undeairable aotivity of this officer. 


1. see foot>nota 2 on p. 150. 


2. see foot-note 1 on p, 124 
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This year also, I gather from the newspapers that the Lieutenant' 
Governor of the United Provinces has complained in his Administra- 
tion Report of constant friction between the Government of India 
Criminal Investigation Department and the Provincial Criminal 
Investigation Department I should therefore like to know if such a 
duplication of machinery for espionage exists in the Provinces which 
have got their own Criminal Investigation Departments, and, if so, 
why the work is not altogether left to the Provincial Criminal 
Investigation Departments. Of course, as I have admitted, I speak more 
or less in the dark on this subject, because the outside public knows 
very little about this Department. The only thing that people are 
sure about is, that many of these driminal Investigation Department 
men are a great nuisance to innocent people, and that they do their 
work not only without judgment, but often without a regard to appear- 
ances or decency. I therefore strongly urge that if the Government 
of India maintain a Criminal Investigation Department of its own in 
the different Provinces, this duplication should be abolished, and 
whatever saving results from it should be effected. 

[ Replying on the ilebate which ensued, Ookhale. spoke as fdlows :] 

Sir, I would like to say just a word, and that is, that the Hon'ble 
Member has not told us why it is necessary to maintain a duplication 
of machinery for purposes of espionage in the Provinces which have 
their own Criminal Investigation Department for the "work. He has 
also not told us what the Government of India has to say as regards 
the complaints which the Provincial Governments had been making 
on this subject. I quoted from the Decentralization Commission’s 
Report an extract showing that the Lieutenant-Governor of the United 
Provinces complained even before the Commission that there was 
serious infierference with the work of the Provincial Criminal Investi- 
gation Department by the Government of India Criminal Investigation 
Department; and this year again that Government has repeated that 
complaint That being so, I think some explanation is necessary as 
to why such a system, which is complained of by Local Governments, 
should be maintained. However, as the Hon’ble Member the other 
day promised an inquiry into the whole question of the Criminal 
Investigation Department, I do not wish for the present to press my 
Resolution. 


( The resolution was withdrawn. ) 



BUDGET SPEECH. 1912 

[ Al the gentral discussion on the Budget on the 2oth March, 

Lord Hardinge, the Viceroy, presiding, Qokhale wade the follouHng 
speech : ] 


Tributes to Meston and G. F. Wilson 

My Lord, 1 propose to make a few observations today on the 
general state of our finances, but, before doing that, 1 would like, with 
your Lordship’s permission, to make one or two references of a perso- 
nal nature. My Lord, this is the last time when my Hon’ble friendi 
Sir James Meston,^ will sit in this Council, at any rate as Financial 
Secretary, and I would like to take this opportunity to thank him 
publicly, and in your Excellency’s presence, for all the valuable 
assistance which he has uniformly given to non-official members 
during the last three years. Ever accessible, ever courteous, ever 
helpful, the Hon’ble Member has enabled many of us to perform our 
duty in this Council better than we could otherwise have done. He 
has believed whole-heartedly in the new order inaugurated by the 
recent reforms ; and he has also believed in the capacity of non-official 
members to rise equal to their new responsibilities. And if this Coun- 
cil has not wh’olly disappointed expectations, the result, at any rate on 
the financial side of our discussions, is in no small measure due to the 
sympathetic and generous attitude of the Hon’ble Member towards us. 
My Lord, our best wishes accompany Sir James Meston in his new 
and exalted sphere, and I earnestly trust that, when his five years of 
office are over, he will return again to this Council as Finance Minis- 
ter. 1 think, my Lord, there is a great deal to be said in favour of 
the view that membership of the Government of India should be the 
last rung of the official ladder in this country, and that those members 
of the Civil Service who are marked out for Lieutenant-Governorships 
should complete their tenure of office as heads of Provinces before 
they come and join the Viceroy’s Executive Council. 

My Lord, I would next like to say a word about my Hon’ble friend 
Sir Guy Fleetwood Wilson. We have all heard that he proposes shortly 
to go on six months’ leave to recruit his health, and we all fervently 
hope that he will come back at the end of that period with his health 
fully restored and that he will continue to preside over his Deputment 
for the full period of his appointment My Lord, the personnei of this 
Council on its non-official side will have undergone considerable 


1. Mi loot-note on p, 162, 
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ohanges before the Hoa’ble Member’s return, because in the interval 
there will be a new eleotion, and, while some of us may possibly not 
want to come back ; the constituencies may not want to send some 
others back; and therefore it would not be inappropriate if we, non-offi* 
eial members, seek to give brief expression on the present occasion to 
the great admiration and the very high regard in which we hold Sir 
Guy Fleetwood Wilsoa My Lord, with his mind saturated with the 
best traditions of English public life, of which he was a close observer 
for many years, the Hon’ble Member’s presence in this Council has 
been simply invaluable to us at a time when our own tradition is 
slowly evolving here. We have never found Sir Guy Wilson wrapped 
up in ofSoial reserve. He has often presented new points of view to 
us, and he has himself been always anxious to enter into our feelings 
and our thoughts. And his delightful and high-minded courtesy has 
made it a pleasure to have anything to do with him. His great 
familiarity with the principles of Western finance has enabled him to 
manage our finances wisely and skilfully; and his attachment to the 
Gladstonian tradition of economy has left its impress on the adminis- 
tration of this country. In regard to our general affairs, too, it is 
well-known that Sir Ghiy Fleetwood Wilson’s influence has been 
strongly on the side of popular progress. My Lord, the country needs 
men of his typo in the Government— men of warm sympathies, of 
sturdy independence, and deep devotion to its truest aid begt interests ; 
and once again I earnestly express the hope that Sir Guy will come 
back fully restored to health and will continue his services to India to 
the furthest limit of time to which they can be stretched. 

Adieu fo Calcutta 

My last word, my Lord, will be’ about this great and beautiful 
city, Speak'ing at the Calcutta Club the other day, your Lordship 
expressed the great regret with which you viewed the prospect of this 
city soon ceasing to be your winter headquarters in future. May wo, 
non-official members of this Council, ask to be permitted to respect- 
fully join in that regret ? I say nothing on this occasion about the 
great, the momentous, changes which were announced by His Impe- 
rial Majesty the King-Emperor at Delhi. Looking into the future 
with the eye of faith and of hope, I do believe that these changes, 
whatever temporary inconvenience or dislocation they may occasion, 
will do good in the end both to the Province of Bengal and the country 
taken as a whole. But, whatever the future may hold in its womb, 
the thought that this Council, which has grown from the smallest 
beginnings to its present dimensions in this city, meets here today 
for the last time, is a thought that must make the heart heavy. My 
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Lord^it is not merely the infinite kindness and hospitality which we 
members, coming frcKn other Provinces, have always received from 
the people of Calcutta, it is not merely the friends that we have made 
here, that we shall miss ; it is the entire influence of Calcutta and all 
that Calcutta stands for that will now be lost to us. Some of us, My 
Lord, have been coming to this city now for many years— I for one 
have come here continuously now for eleven years — and we have 
learnt to feel the same enthusiasm for this wonderful land which the 
people of Bengal feel. Its waving fields, its noble streams, its rich and 
wonderful vegetation of every kind, throw on us now the same spell 
that the people of this Province experience, and the warm-heartedness 
of its society, its culture, its spiritual outlook on life, and the inten- 
sity of its national aspiration have produced a deep and abiding 
impression upon our lives. My Lord, we bid adieu to this city with 
profound regret, and with every good wish for its continued prosperity 
that the heart of man can frame. And we fervently trust that, great 
as has been its past, its future will be even greater. 

Plea for Inquiry by Royal Commission info India’s Finances^ 

My Lord, I will now say a few words on the general state of out 
finances. We are, as everybody who knows anything about our 
finances knows, on the eve of a very considerable disturbance in our 
accepted standarjls both of revenue and expenditure. There is no 
question whatever that the financial position of the country, taken as 
a whole, is both sound and strong ; but the fact that we are on the 
eve of this disturbance makes it necessary that there should be a 
careful and comprehensive examination of the whole position. On the 
one side, my Lord, our. Opium revenue will soon be extinguished ; on 
the other side, hea.vy and continuously increasing additions will be 
necessary to our expenditure on certain services, specially education 
and sanitation. Then, my Lord, I hope, 1 most earnestly hope, that 
our military expenditure, the burden of which we have so long borne 
patiently, and which is really far beyond our capacity to bear, will be 
materially lightened as a result of the labour on which Sir William 
Nicholson^ and his Committee will soon enter. I therefore suggest 
that this is just the juncture when a comprehensive inquiry intd the 
whole financial position may be undertaken by a strong Hoyal 
Commission. There are three outstanding features of the position. A 
tpp-heavy administration, much too costly for our resources, a crushing 
weight of military burdens, and a scheme of taxation which, though 

1. Wilfiain Gustavui Nichotson, (later Baron Nicholson of Roondbay ) ( 1845- 
1918), Adjutant-General in India, 1898-99; Governor of Gibraltar, 1903; Chairman 
of a Committee to inquire into Indian Army Expenditure, 1913, 

0.-34 



IMPERIAL LEGOSLATTVE OOXINOIL 


2d& 

nst much more burdensome in its total incidence than in yjiher 
countries, presses much more heavily on the poorer than on the middle 
and the upper classes of the community. These are the outstanding 
features of our financial positioii. India, it must always be borne in 
mind, is a very poor country, and the largest revenue that we can 
possibly raise must be small, judged by the standards of the West. 
The question, therefore, as to how to adjust our revenue to our growing 
requirements in certain directions is one of prime importance. My 
Lord, I, for one, shall be glad when our Opium revenue disappears, not 
only because 1 feel it to be a stain on us, but also Because its presence 
in an uncertain state is very inc 9 nvenient from the standpoint of 
economy. The uncertainty that invests it is a great disturbing 
factor in our budget, and the large surpluses which it brings to the 
(> Government, however convenient they may be for certain pur- 
poses, cannot but be demoralizing in theif effect on economy, because 
the strongest Finance Minister, with the utmost insistence that he 
can lay on rigid economy, cannot resist a certain amount of wasteful 
expenditure in the presence of such large surpluses. When the Opium 
revenue disappears— and I understand that it will not take long now 
^before it disappears— we shall be in a position to know where exactly 
we stand, and then it is that certain questions will require to be taken 
into serious and careful consideration, so that a definite financial 
policy may be laid down for the country which should be adhered to 
in all essentials, independently of the particular views or inclinations 
of individual Finance Members. The questions that require specially 
to be considered are, how to re-adjust our old taxation so that its 
incidence should press loss severely on certain classes— the poorest 
classes of the country; how to widen, if necessary, the present 
basis of taxation so that more money may be found for education, 
sanitation, and similar services ; in what directions expenditure must 
be kept down, and in what directions expenditure must be increased. 
We want an enquiry into these things by a strong Commission so that 
the future may be shaped in accordance with a definite policy laid 
down, after taking a comprehensive view of the whole question. For 
instance, my Lord, I hold that we can raise a much larger revenue than 
wo do at present from our Customs without its proving burdensome 
to any section of the community. The possibility of raising revenue 
from certain sources, which at present yield nothing, must also be 
publicly examined. Then there is the question of reducing the State 
demand on land, especially in raiyatwari tracts, and the extension of 
the permanent settlement to areas where it does not at present exist, 
subject to the condition that agricultural incomes above a osrtain 
minimum should be liable to pay the income-tax. There Is also the 
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question as to how larger recurring grants for local bodies may be 
provided so that they should be better able than at present to perform 
their duties satisfactorily, and how provision may be made for steadily 
expandii^ allotment'^to education, sanitation, and medical relief. I 
therefore; urge that when the Opium revenue is about to disappear, the 
occasion should be utilised to appoint a strong Royal Commission to 
consider the whole subject of the basis of taxation and the probable future 
course of our expenditure. One important reason why such an inquiiy 
is necessary is the extreme rapidity with which the personnel of the 
Government changes in this country. A Finance Minister, or any 
other member of Government, holds office for only five years ; he takes 
some time to make himself acquainted with the problems of his depart- 
ment or the state of things in the country, and by the time he is in a 
position to handle important questions well, the time also comes for 
him to think of leaving. If members of Government were to 
remain in this country after their retirement, the knowledge and 
experience which they acquired in their respective offices would still 
be available to us. What happens at present is that every successor 
has to begin not where his predecessor ended but his predecessor also 
began, and 4ihus a large amount of most useful and necessary know- 
ledge is repeatedly lost and has to be repeatedly acquired over and 
over again, with the result that wa seem to be living more or less 
from hand to moyth and without a large settled policy adopted as a 
result of wide and thorough knowledge and ample discussion. 

I, therefore, urge, my Lord, that when the Opium revenue is about 
to be extinguished, as wa understand it will soon be, the Government 
should take steps to appoint a Royal Commission so that the whole 
financial position of the country may be carefully examined. 





HOUSE ACCOMMODATION IN CANTONMENTS. 

[At a moMng of th”. Imperial Legislatioe Council held on Friilay, 
the 14th February 1903, Lord Curzon, the Viceroy, presiding, the 
CouncU considered the Report of the Select Committee on the Bill to 
make better provision for securing house accommodatim for officers 
in Cantonments. Mr. Pugh moved several amendments with the object of 
removing from the BUI any reference to the question of oumer.ship of the 
land in Cantonments, All these amendments were accepted by Oonernment. 
On the first of Mr, Pugh's amendmeiUs, Ookhale spoke as follows : ] 

No Sirong Case for this Legislation 

Your Excellency, as Government have been pleased to accept the 
amendment moved by the Hon’ble, Mr. Pugh, I do not think it is 
necessary for me to say anything in support of it: but, if Your 
Excellency will bear with me, I will, following the example of my 
Hon’ble friend, Mr. Bilgrami*, make a few observations on the general 
character of the measure which the Council are invited to pass today. 
My Lord, it is true, that I have signed the Report of the Select 
Committee subject to dissent in one particular only; but I don’t mind 
confessing that I regard all legislation of this xatpre with a con- 
siderable amount of misgiving. I am free to recognise that the 
Government have been by'no means precipitate in proceeding with this 
measure, as it has been bifore the public, in one form or another, for 
nearly thirteen years. 1 also recognise that large and important 
modifications have been ihtro%ced into the Bill to soften the strin- 
gency of its original provision!, and now that Government have 
accepted the ameMment of which the Hon’ble Mr. Pugh had given 
notice, I think they have done nearly ^11 that lay in their power, short 
of dropping the Bill, to provide wlat have to be considered as 
reasonable safeguards to protect the legitimate interests of house- 
owners in cantonments. But, My Lord, when all this is admitted, 
and I make the admission most gratefuUy, the fact remains that 
legislation of so exceptional a character, interfering as it does with 
the normal freedom of contract between house-owners and tenants, can 
be justified only on grounds of the strongest necessity ; and there is 
ample evidence in the opinions and memorials laid before the Select 
Committee to show that in the case of a large number of cantonments 
such necessity does not exist. In these cantonments no difficulty has 

|,1. Director of Public Instructioo, Hyderabad State ( 1887-1^2): member, 
Imperisl Legislative Council ; member. Council of India, (,1907-09 ), 
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been experienced in the paat in the matter of obtaining houae-aooom- 
modation for military officers, the number of bungalovirs available 
being largely in excess of military requirements, and a certain pro- 
portion of these bungalows remaining, as a matter of fact, vacant from 
year to year. Poona is a typical instance of this class of cantonments. 
It has been estimated that the number of military officers requiring 
house-accommodation in Poona is about 160; while the number of 
bungalows in Military lines is over 200. Now all these 160 officers do 
not take a house each. The younger officers generally prefer chum- 
ming, three or four in a house. A considerable number reside in 
the Western India Club and in hotels, and a few live even in Civil lines. 
The result is that every year a certain number of houses remain with- 
out tenants. It may be urged that it is not intended to put the 
proposed enactment into operation at once in all cantonments through- 
out India. That is true, but as soon as the Bill is passed the matter 
gets out of the hands of the Legislature, and then it is all a question 
of the discretion of Government in their executive capacity, which, it 
will be admitted, is quite a different thing. I do not say that this 
discretion will not, as a rule, be wisely exercised, but it is conceivable 
that a Local Government may not always be able to withstand the 
pressure of the military authorities, who would naturally not be 
reluctant to be armed with the drastic powers which this Bill vests 
in them, when once the Act is extended to a cantonment And I think 
there is reason to fear that the operation of this enactment, with all 
the safeguards it contains, is likely to prove in practice more or less 
prejudicial to the interests of house-owners. The Legislature, My 
Lord, may make the letter of the law as severely impartial as it can. 
The law itself has to be enforced through the medium of human beings, 
who are not free from prejudice. And in the present case it will be 
worked by military men, who are so accustomed to prompt and 
unquestioning obedience that they are often not likely to trouble 
themselves much about nice points of law in enforcing their wishes. 

Arbitration Committees No Satisfactory Safeguard 

The Bill provides for referring all important .matters of disagree- 
ment between house-owners and tenants to Committees of Arbitra- 
tion. It remains to be seen how far the safeguard of these committees 
proves to be effective in practice. Past experience of these bodies in 
cantonments is not very encouraging. On this point I need quote no 
other testimony than that of the Hon’ble Mr. Hardy, who has described 
his experience of these committees- in the following terms : * I have 
been a member on these committees, and I am bound to say I thought 
their tendency was to be hard on the house-owner.' Let ush ope 
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that the Arbitration Committees that will be constituted under the 
proposed enactment will give greater satisfaction. In one respect the 
Bill is certain to cause loss to house-owners. Where a non-military 
tenant is ejected in favour of a military tenant under the coercive 
clauses of the Bill, the house is sure to be shunned by nom-military 
tenants after that, and so, if at any time the house-owpw fails to get a 
military tenant for it, it is likely to remain without a- tenant. I have 
made these observations to emphasize respectfully the>.great need there 
is for exhausting all ordinary remedies before resorj^ng ’to the some- 
what violent disturbance of the normal relations between house-owners 
and tenants which this Bill authorizec, especially in the case of those 
cantonments in which the inconvenience conlj^lained of in the preamble 
of the Bill^ has not assumed serious dimensions and where the require- 
ments of the Military are of a fixed character. 1 believe in such 
cantonments Government might, with advantage, try the plan of select- 
ing themselves the required number of bungalows once for all, and 
requiring their officers to occupy them for fixed rents. Such an arrange- 
ment, I submit, will be more equitable than that contemplated in 
the Bill, because there will be a reciprocity of obligations under it. 
For if house-owners will be thereby required to place their bungalows 
at the disposal of military officers, these latter, in their -turn, will be 
bound to occupy them ; and] the chances of flltstion between house- 
owners, and tqilitary officers will be minimised. Of eoujrsq. where the 
evil mentioned in fihe preamble has grown so serious that such a simple 
plan will not be practicable the proposed enactment ' will have to be 
enforced, for no one can question the fact, that cantolments exist 
primarily for the accommodation of military men and tlj^Bmust.^llfi^ 
that purpose under any circumstances. But in regard "‘to&eseoantb^;. 
ments, i. e., where it will be found necessary to enforce the new la#, I 
would venture to make one suggestion, and that is, that Government 
should publish every year a statement showing the number of cases 
in which the coercive clauses of the Bill have been enforced during 
the year. I think the mere fact that such a return will have to go up to 
Government will tend to sober the Oxcess of zeal on the part Of canton- 
ment authorities and will prove a salutary addition to the safeguards 
which have been already provided in the Bill. My Lord, it was not 
poiteible for me to bring np these suggestiohs in the shape of ahiehd- 
ments, and I thought I might submit theth to the tiOiisideration Of 
Government in the course of this discussion. 


1. The preamble said that in spite of the existing regulations in respect of 
Cantonments, difficulties had frequently been experienced in obtaining house 
accommodation for military officers. 



CO-OPERATIVE CREDIT SOCIETIES 

[ At a m^ng of the Imperial Legislative Council, held on Wednes- 
day the 2Srd March 1904, Lord Cur son, the Viceroy, presiding. Sir Demd 
Ibb^aon^ moved that the Bill to provide for the con^Uution and control of 
Co-operative Credit Societies, as amended, be passed. Ookhate supported 
the motion in the follouing speech : ] 

My Lord, after the continuous opposition which it has fallen to 
my lot to offer to two important n'\easures^ of Glovernment during this 
session, it is both a pleasure and a relief-to me to find myself in a 
position to give my cordial and unequivocal support to the present Bill. 
The proposed legislation is no doubt only a modest measure, so far as 
its provisions go. But it authorizes a cautious and interesting experi* 
ment, which, if it attains any degree of success, cannot fail to exercise 
a wide and far-reaching influence, especially on the condition of the 
agricultural classes in India. My Lord, in the growing indebtedness 
of the Indian agriculturist and the steady deterioration of his general 
position, the Government of India is called upon to face one of the 
gravest problems that can confront a civilized administratioa The 
difficulties of the situation are enormous and they can be overcome, if 
they are overoon),e at all, only by a long course of remedial action, 
wisely deteiroined, sympathetically undertaken and steadily and 
patiently adhered to in spite of discouragement and even temporary 
failure. Such action must include a series of cautious measuresi 
intended both to bring him help and relief from outside, and to evoke 
or strengthen in him those qualities of prudence, thrift, self-reliance 
and resourcefulness, without which outside help can do him no great or 
permanent good. The present Bill is a measure of the latter kind, 
and though no one can say how far it will prove successful, its operation 
will bo watched by every one interested in the future of the country 
with deep Interest and in a spirit of hope. 

My Lord, in a matter of this kind the function of the Legislature 
must be confined only to the removal of any special obstacles that 
may stand in the way. When that is done, the success of the experi- 
ment must depend almost entirely upon executive action and the spirit 
in which and the extent to which the classes concerned and those who 
are interested in their welfare come forward to co-operate with the 

1. Sir Dtnzil Ibbetson ( 1847-1008 ), Chief Commissioner, C. P. (1808); 
member, Viceroy's Executive Council ( 1902-07 ) ; Lt. -Governor, Punjab { 1907-08 ). 

2. These; were (1) Indian Official Secrets ( Amendment ) Bill ahd (2) the 
Indian Univertitiei Bilk 
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Government. For this reason the present Bill cannot be considered 
apart from the line of practical action which it is proposed to take 
when the Bill becomes law. This line has been indicated with suffici- 
ent fulness in the two luminous speeches made by the Hon’ble Member 
in charge of the Bill since the introduction of this measure. And the 
few remarks which I propose now to offer have reference both to the 
provisions of the Bill, and to the executive measures outlined by the 
Hon’ble Member to give effect to those provisions. 

My Lord, the measure as amended in Select Committee is a con- 
siderable improvement on the original Bill, and will no doubt work 
better in practice. However, the general scheme formulated appears 
to me to be incomplete in important particulars. To these I beg leave 
to draw the attention of the Government in the hope that the bounds of 
executive action will be so enlarged as to place the success of the pro- 
posed measure beyond reasonable doubt. 

Liquidation of Existing Debts Necessary Pre-Condition for Success 

My Lord, the first thing that strikes me on a consideration of the 
whole question is that there is no provision in the proposed scheme for 
a preliminary liquidation of the existing debts of those who wish to 
avail themselves of the opportunity, now offered, to improve their 
position. In making this observation and those which follow, I have 
in view the condition of the agricultural population oTily, and I look 
upon the Bill, though its provisions may be availed of by non-agricul- 
turists, as one intended specially for the benefit of the agricultural 
community. It is true that the Bill aims merely at organizing on a 
co-operative basis the credit of these classes, but such organization, if 
it is to benefit any considerable proportion of the agriculturists, must 
be preceded, by a liquidation of existing usurious debts. Speaking 
with special reference to the Bombay Presidency, I may say that our 
agriculturists may be roughly divided into three classes ; (1) Those 
who are yet free from debt. These, 1 believe, form a small proportion 
of the total number. (2) Those who have already got into debt, but 
not to such an extent as to be hopelessly involved and who are making 
honest efforts to keep their heads above water. These, I believe, 
constitute a considerable proportion of the agricultural population. 
And (3) those who are so heavily indebted as to be hopelessly involved. 
These, 1 fear, are a very large class. Of these three classes, I don’t 
expect that many members of the first class will, for the present at any 
rate, care to join the proposed societies as the principle of unlimited 
liability is sure to frighten them ; while the third and last class is 
beyond the reach of such remedial action as the Bill contemplates. 
The men, therefore, who will principally form these societies, if the 
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proposed measure attains any degree of suooess, are those that belong 
to the second class, namely, those who have already got into debt but 
whose position has not yet become hopeless and who are, moreover, 
making honest attempts tb save themselves from prospective ruin. 
These men, however, have not much credit left free to be brought into 
the co-operative organization and, unless they are helped to effect 
a clearance of existing liabilities on reasonable terms, no new banking 
organisation created for their benefit, whether it takes the form of 
agricultural banks or of co-operative credit societies, can prove of 
much help to them. The need for such preliminary liquidation was 
recognized by the Government' of India in 1884 in the following 
terms : ‘ Improvidence of cultivators and uncertainty of seasons are 
elements Which are liable to interfere with a bank’s success, and these 
difficulties might be met by prudent management; yet the bank 
could not hope to succeed unless it could start in a field where the 
agricultural classes were unencumbered with debt or were enabled 
to liquidate their existing debts on reasonable terms. ’ Such a 
liquidation was carried out in Germany and elsewhere through the 
agency of special banks and the ground was cleared for the operation 
of the new banking organizations. The resources of the proposed 
societies will be extremely limited, and it is out of the question 
that they can by themselves find the funds necessary for such 
liquidation. The, Government must come to their help in this matter 
and, if such help is not offered, the proposed experiment will have but 
small chance of proving successful 

Unlimited Liability A Possible Deterrent 
Section 7 lays down for rural societies the principle of unlimited 
liability except in special cases. Responsibility for pro rata contri- 
butions to the repayment of a society’s debts would be a desirable 
limitation on the liability of members, as is allowed in the German 
Law of 1889. Unlimited liability no doubt strengthens the position of 
the societies greatly in the money-market ; but it is a principle which 
our raiyats in many parts of rural India can scarcely be made to 
understand. Each member to be liable in all his property for his 
society’s debts— this is to them an entirely foreign idea, and in most 
parts, it is to be feared, would deter people from joining such associa- 
tions. Responsibility in equal shares on the common partnership 
principle may be better appreciated and would be enough for a start. 
In Germany, the principle of unlimited liability is an old time-honoured 
economic tradition, and works admirably. It is the keystone of Schulze 
and Raiffeisen societies. Elsewhere, in Italy and other countries, it has 
had to be acclimatized with immense toil In India, where every euch 
thing is new, I fear it will be a mistake to aim at too much at the start. 

Q.-35 
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Insistence on. such a principle would keep away from the new societies 
those very classes whose help and co-operation would be indispensable. 

The Problem of Funds 

As regards funds, the societies are allowed to receive deposits 
from their members, and borrow from outsiders. No other financial 
resource is provided for. This to my mind is the weakest part of the 
scheme. Even in European countries, such popular banks ( e. g., the 
Hchulze-Baiifeisen and Luzzatti-Wollemborg Societies ) do not depend 
exclusively on deposits and loans. In India, as regards deposits, look* 
ing to the condition of economic ei^haustion and material resource- 
lessness which at present prevails in the rural parts, such deposits 
from those who might join these societies cannot be expected to flow 
in either fast or in any large volume. The associations would be 
mainly and for years more or less borrowing associations. As to loans 
it is somewhat surprising to And that the Bill allows the credit socie- 
ties to borrow from ‘ persons who are not members ’ though, of course, 
under restrictions. The money-lender thus comes in and there is no 
guarantee that he will not exact usurious interest. Besides, where 
protracted periods of misfortune intervene, like the past decade in the 
Dekkhan, there is present the risk of these societies getting into the 
clutches of the money-lender just as individual raiyats now do. The 
risk may be obviated and the financial position of the new societies 
improved in two distinct ways, as is done in European coifntries. First, 
these rural societies should not be left to shift for themselves as best 
they could, as isolated units, but might be allowed to be federated into 
unions for mutual support and help, and these unions linked to a 
Central Bank, which might serve’ as an intermediary between them 
and the money-market and also help to equalize funds by lending the 
surplus of some to meet the needs of others. Each District might 
have a Central Bank of this nature to which the rural unions would 
be affiliated on a joint stock basis and to serve as a focus of business. 
Further, these District Central Banks might be linked on to the Presi- 
dency Banks, one for each Presidency or Province. Some such scheme 
of filiation might materially help these societies and to a large extent 
remove the difficulty of financing them. However, I fear the realiza- 
tion of such a scheme must be the work of time and must be preceded 
by the proposed societies attaining in their own places a certain mea- 
sure of success, however limited it may be. But there is another 
resource, which might be made available to these societies without any 
difficulty, and it is that these societies might be allowed to have each 
a savings bank attached to it, as is done in Germany and Italy. They 
would thereby be able to draw together small savings within their 
territorial limits and utilize them for productive use. At present no 
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facilities practically exist jn our villages for the deposit of savings. 
The total number of villages in British territory in ^dia is over 5| 
lakhs, while the savings banks ( head and sub-banks ) number only 
7,075 ; and the total number of depositors is nearly a million, of whom 
only about fifteen thousand are agriculturists— not even 2 per cent. So 
it would be a great help to the rural classes and meet a felt want if 
these societies were allowed under the new scheme to have each a 
savings bank of its own, operating, of course, within its own territo- 
rial limits. These savings banks would thus serve a double purpose : 
( 1 ) The rural classes will have facilities for the deposit of their little 
savings, where practically none e^ist at present. This would encourage 
thrift. ( 2 ) The credit societies will have a new source of financial aid 
placed within their reach on a commercial and safe basis. Indirectly, 
too, the better-to-do classes, who might not join the new associations 
would, if they were to deposit their savings with these societies, help 
them most materially. 

Absence of Summary Procedure for Debf Recovery Deplored 

The absence of some summary procedure to recover the debts due to 
the societies is also likely to interfere with the success of the societies. 
I admit the full force of the observations made by the Hon'ble Sir 
Denzil Ibbetson on this point. It seems to me, however, that on the 
whole the balance of considerations lies on the side of providing some 
such procedure, 0 | at any rate some special machinery of arbitration. 
Section 26 provides for a summary recovery of debts due to Govern- 
ment But the societies must go to the Courts and bear the 
expense and delays of such procedure. 1 think some summary 
procedure is necessary, and special Courts might be organized for the 
adjudication of such claims. 

In conclusion, I entirely approve the idea of trying the prc^osed 
experiment first in a very few selected localities only^ So much 
depends upon the success of this experiment that every care must be 
taken to try it in the most favourable circumstances. The sympathy 
of local officers will of course be available to the full, but the Govern- 
ment will further have to offer very liberal financial assistance, at 
any rate in the earlier years of the experiment. Public confidence in 
the success or practicability of a new organization is unfortunately 
slow to grow in a country where the people have for long centuries 
been accustomed to look for everything to Government and private 
initative seems to be almost paralysed. But when once such 
confidence springs up, it is not lightly shaken. Very great responsi- 
bility, therefore, will rest on those who are entrusted with the task of 
supervising the first experiment, and I earnestly trust. My Lord, tiiat 
no possible effort will be spared to make that experiment as complete 
a success as is, in existing circumstances, possible. 



Sindh incumbered estates 

t Under llie Sindh Incumbered EstcUea Act, 1896, a Jayirdar ot 
Zemindar, whose estates were burdened with dfbt, could apply to the 
Commissioner, who, on inquiry, might appdnt an officer to manage Vie 
estate, and to arrange for the liquidation of Us debts. The manager could 
inquire into the history and merits of the different claims against the 
the estate, determine the amount justly due under each, and fix the order 
in lohich they should be paid. If any part of the property had been 
leased out, and the terms of the lease appeared to the manager to be 
inequUable, he could either set aside the lease or order the lessee to pay 
such further consideration as he deemed fit. 

A Bill toamindthe Sindh Incumbered Estates Ad, 1896, which had 
been introduced earlier, was, with the report (f the Select Committee on it, 
taken into consideration at' a meeting of the Imperial Legislalioe Counal, 
held on Saturday, the 17th February 1906, Lord Minto, the Viceroy, 
presiding. The Bill proposed, inter alia, to add the following to section 
32, regarding cancellation of a lease : 

“( 3 ) 'Whenever the Manager sets aside or cancels a lease ... he shall 
. . . award to the lessee such compensation, if any, as i^iay appear to the 
Manager to be equitable in the circumstances and ...no compensation in 
excess of the amount . . . shall be recoverable by the lessee in a Civil Court 
or otherwise. 

{S) Any [such) compensation awarded by the Manager ... shall 
•rank in priorUy to all other debts and liabilities other than debts or liabili- 
ties due ...U) Government. 

(4) If any lessee whose lease has been so set aside or cancelled 
refuses ...to give up possession when required to do so by the Manager, 
the Manager may, without resorting to a Civil Court, enter upon the 
property and summarily eiict therefrom the said lessee ..." 

Ookhale moved two amendments to these provisions. By the first, 
he proposed that in sub-section (2), instead of * as may appear etc. . . . 
Civil Court or otherwise ’, the words ‘ as may be equitable in the circum- 
stances* 1)6 substituted; and by the second, he proposed, in sub-section 
(4) , to insert the following between ‘ cancelled ' and ' refuses *, vie. ‘ and 
to whom any compensation awarded has been paid or offered ' / 

In moving the first of these amendments, he spoke as follows : ] 



StlfTbH JKOUMBBfiED 

Manager's Absolufe Power regarding Compensation Opposed 

Hy Lord, as I have stated in my minute of dissent, I am in 
sympathy with the general principles of the BiU, and I should have 
been glad to give a silent vote in support of the measure, but for the 
fact that one or two of the provisions of the Bill are open to serious 
objection and will in my opinion be productive of injustice in practical 
operation. The Council must have seen by this time that one import- 
ant change that the Bill proposes to make is where it empowers the 
manager to disturb even old leases either by revision or cancellation. I 
say nothing about the policy of re-opening the leases. If it is necessary, 
in order to secure effectively Che objects of the old Act, to disturb 
these leases, by all means let the manager have that power. But the 
Legislature should see that in giving this power it does not empower 
the manager to inflict injustice on an innocent party. It is admitted 
by the Hon’ble Member^ in charge of the Bill that some of the lessees 
who might be dealt with under this provision are likely to be agricul- 
turists. And I would submit to the Council that where a lease has been 
obtained bona fide or where it has been obtained by a man who is not 
a money-lender, there no case whatsoever has been made out for closing 
to him the Civil Courts in regard to the compensation to which he 
may be justly entitled. The Hindu Sahha has given instances where 
the manager set aside two leases— one obtained for Bs. 21,000 and the 
other for something like Rs. 60,000. In each case the manager 
declined to pay compensation for cancelling the lease, but in each 
case resort to the Civil Courts resulted in compensation being awarded. 
This shows the danger of making the manager the sole master of the 
situation which it is now proposed to do, as the Bill leaves the question 
of compensation practically entirely to the manager. 

The object of my amendment is two-fold. First, to*secure that 
where an old lease has been set aside by the manager, compensation 
which is not merely equitable in his opinion, but which is 
reasonable in the circumstances, shall be paid to the lessee. 
Secondly, if there is a dispute as to whether reasonable compensation 
has been offered or not, the Civil Courts shall not be closed to the 
aggrieved party. My Lord, 1 submit that this proposal to leave 
everything to the manager is not justified. It is true that the manager 
is an officer of Government. All the same he is in the position of an 
interested party. He is expected to free these estates from incumbrances 
and naturally his bias must be against the money-lenders or others 
who may have claims on the property. I do not say that he would 


1. Me {oot*not« on p. 271. 
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be consciously unfair; but his bias may lead him to take a view of thd 
situation involving serious injustice to a lessee. The only argument 
that I have heard in favour of the proposed provision is that the Civil 
Courts take a long time in settling disputes. It is said that, if the 
manager has to wait for their decision before taking effective st^s to 
free an estate from incumbrances, then he would have to wait a very 
long time indeed. I think this objection will be met by what I have 
proposed in my two amendments. If it is provided that the manager 
should offer what he thinks fair compensation, leaving it to the other 
party, the lessee, to accept or refuse it, and to go to Court if he refused 
it— if this is done and then the jjiower of eviction is vested in the 
manager after such compensation is offered, the manager would be able 
to take the estate into immediate possession and the question of com - 
pensation will have to be fought out in the Law Courts. 

One advantage of leaving the Courts open will be to give a due 
sense of responsibility to the manager. If he knows that his action is 
liable to be challenged in a Court of Law, that in itself will make him 
hesitate before be offers compensation which is wholly inadequate. I 
really do not understand why the Government should show such a 
want of confidence in their own Civil Courts. It is a general feeling 
that there has been a tendency of late for the executive to encroach 
upon the province of the judiciary, and 1 regret that this provision to 
which 1 have taken exception is likely to empheuize^ this • impression. 
The policy of Government in dealing with agricultural indebtedness 
by means of legislation is also already regarded with a certain amount 
of prejudice by the people, and this prejudice is likely to be still further 
aggravated by provisions such as this, which in practice will, without 
doubt, result in injustice and confiscation. 


[ jff(/ way i)f reply to the delxite on hiti amendment, Ookhale spoke as 
follows : ] 

My Lord, I wish to say a word or two by way of reply. The 
Hon’ble Sir Denzii Ibbetson seems to claim for the manager and for 
executive officers generally a degree of perfection with which we ai’e 
not familiar in ordinary human beings. The manager, in dealing 
with these estates, is undoubtedly in the position of an interested 
party. The Government has appointed him to free certain encumbered 
estates. He has to submit annual returns to satisfy the Government 
that has appointed him that he has done so much work and freed so 
many estates. Naturally his bias would be against lessees, as his object 
would be to free estates as soon as possible. No one wants to say that 
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the manager would be unfair deliberately, but what 1 wish to urge ie 
that in spite of a desire to be just and fair he might take steps, or he 
might arrive at oonolusions, which would involve grave injustice to 
innocent parties. My contention is that even if in one case injustice is 
perpetuated by the manager with the authority of the law, the 
legislature is not justified in putting such power into the hands of the 
manager. The Hon’ble Mr. Logan has told the Council that I have 
followed the Hindu Sabha in saying that suits brought against the 
manager by money-lenders are invariably won by the latter. Now I 
never made any such statement, and I don’t know what is his authority 
for attributing it to me. My cqptention throughout has been that in 
the majority of cases the action of the manager may perhaps be correct, 
but that does not justify his being entrusted with powers which 
practically make him the master of the situation. 

As regards the percentage of profits and the turn-over of capital 
regarding which Mr. Logan has made some remarks, I really am not 
in a position to say anything, but it strikes me that the cases which 
he spoke of must be absolutely exceptional, where a profit of 300 to 
800 per cent, is made. Gases of that kind must be absolutely excep- 
tional or the zamindars of Sindh must be more imbecile than children. 
I think that on the strength of such exceptional cases the legislature is 
not justified in putting sucli absolute powers into the hands of the 
manager. * ’ * 

( The motion was put and negatived. ) 


[ Fn inooino his sscowl ainstvimen', (fokfiale spoke as follows : ] 

The object of this amendment is this. The manager sets aside an 
old lease and he awards a ceifain compensation to the lessee. The 
compensation is not actually paid, but tlie manager merely enters the 
amount in the list which he keeps in his office ; and on the mere 
strength of his having set down this amount against the money-lender 
or lessee, he proceeds to evict the lessee and take possession of the 
estate, which up to that time was in the possession of the lessee. Now 
this is very hard on the lessee. 1 recognize tliat the Select Committee 
have to a certain extent modified the provisions of the Bill as originally 
drafted, in this respect, and as far as it goes, the modification is an 
improvement. As the Bill was originally drafted, there was no 
provision as to when this compensation may be paid. The Select 
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Committee have given this compensation precedence over all liabilities 
except the iiabilities due. to Government. To that extent I think the 
Select Committee have improved the original Bill. But this does 
not go far enough. The Hindu Sabha has pointed out that there 
have been numerous cases where claims have been awarded, 
but not paid. The amount has been Axed, but though it is several 
years, it has not been paid and no interest is allowed. We are also told 
that the manager often finds it difficult to raise loans. I may point out 
that when the amount of compensation has been settied, it is to the 
advantage of the estate that the payment of this amount should be 
postponed as long as possible. If the manager had to pay interest, he 
would pay the amount as soon as possible, because otherwise interest 
charges would accrue. But since he is not bound to pay interest, it is 
to the advantage of the estate that the payment to be made should be 
postponed as far as possible. Now this is most unjust. A lessee may 
have invested his all in securing a lease. Such oases may be very few, 
but that does not affect my argument. He may have enjoyed the 
lease, or his children may have done so, for a number of years. 
Suddenly the manager comes in, sets aside the lease and puts down a 
certain sum in his list as due by way of compensation, and proceeds to 
evict. What are these people to do ? On what are they to live since 
they have invested their all in securing the lease ? Cases of this kind 
are likely to occur, and it does not seem to me to 'be right that the 
legislature should arm the manager with powers to inflict such 
injustice. 

My object, moreover, in moving this amendment is larger than 
this. I want to raise the question of the policy of Government in 
regard to this matter. The question of agricultural indebtedness has 
been hitherto sought to be dealt with by the Gtivernment by a mere 
turn of the legislative screw only. The Government in the past 
have carefully shrunk from accepting any money responsibility. I 
think this is not the proper way of proceeding to deal with the question. 
Local Governments have repeatedly urged upon the Government of 
India the necessity of their advancing money in order that liquidation 
schemes may be taken in hand and pushed on. If you leave managers 
to raise money in the open market for the purpose, then it is merely a 
choice of exchanging one set of creditors for another set of creditors. I 
have looked up the proceedings of this Council when the Act of 1896 
was passed and when the financial policy of the Government of India 
on this subject was enunciated by Sir James Westland ^ It must. 


1. see foot-note 2 on p. 56. 
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l^QWever, be remembered that the finances of the Government were not 
in such a prosperous condition in those days, and therefore any 
enunciation of the policy of the Government made in those days need 
not hold good today. Sir James Westland remarked that it was quite 
true that the Government could borrow at 3| per cent, and advance at 
5 per cent., and this would be not only to the interest of the estate 
which could not borrow at 5 per cent, in the open market, but it would 
also be to the interest of the Government, because the Government 
would be making a profit. But he said that the Government would 
in that case be entering the money-market in competition with private 
money-lenders, and thereby infli(}ting unjustifiable injury on the 
latter. It would thus seem that a tender solicitude for the interests of 
the money-lender, who otherwise has always been treated as if he was 
beyond the pale of civilized society, is at the bottom of the policy of 
Government. But if the money-lender does not deserve sympathy i 
what does it matter to the Government whether he has a prosperous 
business in any particular locality or not ? I do not see why his 
interests should stand in the way of a proposal which in every respect 
is admitted to be a beneficial one. It must be remembered that the 
Local Governments •— notably the Government of Bombay — have 
always been in favour of the policy 1 am urging. If the Government 
revises its present policy and loans are raised by the Government 
specially for the purpose of freeing incumbered estates, then all these 
difficulties will 'disappear. A compensation that is thought fair may 
at once then be offered and paid to the lessee, and then there would be 
no grievance so far as his eviction was concerned. 

I understand that the Finance Department has always strenuously 
resisted the adoptionof such a policy and it may be urged by the Finance 
Minister that the borrowing powers of Government are limited, and 
whatever loans can be raised are required for railways and otter public 
works. Now, in the first place, there is nothing to prevent the Govern- 
ment of India from approaching the authorities in England for increased 
borrowing powers; and, secondly, the surpluses which the Government 
may have as in recent years might be earmarked for the relief 
of agricultural indebtedness. During the last seven years the surpluses 
have amounted to over thirty millions, and these surpluses have 
been almost exclusively devoted to the extension of railways. If a 
considerable portion of this money had been set aside for the relief of 
agricultural indebtedness, a great deal of good work might have been 
done. However, there is no use in talking about the past, but there is 
nothing to prevent the Government in earmarking such amounts in 
future. The Finance Department, it may be remarked, need not after 
all be the whole Government of India, and if the Government will 
0.-S6 
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adopt a liberal and courageous policy, the Finance Department will 
have to carry out that policy. 


I At the same meeting^ replying to comments made on his amendment^ 
Ookhale made the follomng speech : ] 

The Hon’ble Sir Denzil Ibbetson deprecates my reference to the 
financial policy of the Government on the score that this is not a 
discussion on the Budget. I should have thought that, considering 
how this same question was raised and discussed at some length- 
discussed by the members of the Government itself— in 1896, when the 
Act which we are now amending was last before the Council, this 
should have been about the last objection which anyone, especially a 
member of Government, should have raised to my remarks. However, 
as the Hon’ble Mr. Baker^ has made a statement on the subject, I will 
not say anything more about the Hon’ble Sir Denzil Ibbetson’s 
objection. 1 will only content myself with the remark that, if Sir 
Denzil Ibbetson wishes me to postpone my remarks till the Budget is 
before us, I am quite prepared to do so, and I only hope he will then 
deal with the question fully. As regards what he has said about not 
paying the lessee at once, the whole argument is, I fear, based on an 
assumption which is not justified. Ho used the word ‘ inequitable ’ over 
and over again. What right has he to assume th£ft adease that is set 
aside is necessarily inequitable ? The power of the manager to set aside 
a lease is not confined to inequitable leases. I do not think any one is 
justified in assuming that because in the interests of an estate the 
manager thinks fit to set aside a lease, therefore the lease is bad and 
the lessee is not entitled to the protection of the Law Courts or what- 
ever other protection he is at present able to seek. 

As regards the financial policy of Government, the statement 
which the Hon’blo Mr. Baker has made is to a certain extent satisfactory , 
in that it shows that the door is not absolutely closed to the adoption 
of a policy such as I have suggested. In 1896, when Sir James West- 
land dealt with this question ( 1 looked at the proceedings only this 
morning and so I speak with my memory refreshed ), he dealt with it 
on the lines which I have indicated, and put it as a question of not 
entering into competition with the money-lenders and thereby injuring 
their legitimate business. He went so far as to say that even if a 
manager could raise loans in the market at a rate of 6, 7 or 8 per 
cent, interest from the money-lenders, that would be a much fairer 
course to pursue than that the Government should come in and 


1. see foot-note on p. 
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&<i7anoe money at 5 per cent, and thereby disturb the business of the 
money-lenders. 

As regards the borrowing powers of the Government, I have always 
understood that there was a limit imposed upon the annual borrowing 
powers of the Government of India. 1 remember having read the report 
of a Parliamentary Committee appointed more than twenty years ago^ 
of which, if I remember right. Lord George Hamilton was Chairman. 
That Cc»nmittee made some recommendations, and the restrictions 
then imposed, I thought, held good today. If there is no limit, there need 
be no difficulty in borrowing more Jihan the usual loan for public works, 
because the credit of the Government of India is as good as that of any 
Government in the world. 

The question is this : Is the question of dealing with agricultural 
indebtedness as important as the necessity of extending railways or 
dealing with frontier difficulties, and similar questions ? The Govern- 
ment freely borrows for these latter purposes. To my mind borrowing 
for the relief of agricultural indebtedness is a necessity as great as any 
of these. The whole policy of the Government in this: matter has got 
to be revised and placed on a larger basis. I quite admit that it would 
not be possible to discuss such a policy in all its bearings when a small 
Bill like this dealing with a particular province is under discussion. I 
have only thrqww out a suggestion, and notwithstanding the remarks 
of the HonTjle Mr. Baker, I venture to hope that it wili engage the 
attention of Gtovernraent at an early date. 


( The amendment was pul and negatived. ) 
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I On Friday, USth February 1910, Lord Minto, (he Viceroy, presiding, 
Oolchale moved the fdlmving resolution tn the Imperial Legislative 
Council : 

That this Council recommends (hat the Governor-General in Council should 
be empowered to prohibit the recruitment of indentured labf.ur in British 
India for the colony of Natal. 

In moving the resolution^ he said : ] * 

Indentured Labour is Near-Slavery 

My Lord, I must at the outset express ray deep sense of the manner 
in which the Government has afforded facilities for today’s debate. 
It is a matter of some significance that the first exercise of the new 
privilege of moving resolutions in this Council should be in respect of 
a question which has not only roused intense feeling among all classes 
of His Majesty’s subjects in India, but in regard to which the Govern- 
ment of India itself is understood to be of one mind with the people. That 
being so, I think it is not too much to hope that my motion will be 
accepted by the Council and that the Government will thus place 
itself at the head of what is undoubtedly the universal sentiment in 
the matter throughout the country. 

My Lord, my object in raising this debate today is twofold : 
first, to call the attention of the Council to the position of British 
Indians in South Africa, and secondly, to strengthen the hands of 
the Government of India in applying a remedy to the situation 
to the extent to which a remedy can bo applied. I think the 
first thing to realize in this matter is the fact that the whole 
of the Indian problem in South Africa has arisen out of the 
supply of indentured labour to Natal, The Indian population in South 
Africa may be divided into three classes : ( 1 ) Those who are under 
indenture. This clasS is of course confined to Natal. ( 2 ) The ex- 
indentured and their descendants, by the ex-indentured being meant 
those who have completed their term of indenture but have not 
returned to India, nor have got themselves re-indentured but who 
are struggling amidst great difficulties to earn their livelihood as 
free Indians. This class has of course grown out of the first. 
And ( 3 ) traders and other Indians who have gone to South Africa at 
their own expense. These persons have gone there in the wake of 
the indentured Indians and primarily to supply their needs. It will 
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thus be seen that but for the introduction of indentured Indians into 
Natal, there would have been no Indian problem in that sub-continent 
today. Now, my Lord, my own view of this system of indentured 
labour is that it should be abolished altogether. It is true that it is 
not actual slavery, but 1 fear in practice in a large number of cases it 
cannot be far removed from it. To take from this country helpless 
men and women to a distant land, to assign them there to employers 
in whose choice they have no voice and of whose language, customs, 
social usages and special civilisation they are entirely ignorant, and 
to make them work there under a law which they do not understand 
and which treats their simplest And most natural attempts to escape 
ill-treatment as criminal offences — such a system, by whatever name 
it may be called, must really border on the servile, I strongly hold 
therefore that the system should be done away with altogether. This 
is also the view which the entire Indian community throughout 
South Africa takes of the matter, as may be seen from several petitions 
addressed by them from time to time to the authorities on the subject. 
But it is not merely on its own account that I advocate the abolition 
of this system. I also advocate it because this continued influx of 
indentured labour into South Africa and the consequent inevitable 
annual additions to the ranks of the ex-indentured tend steadily to 
lower the whole position of the free Indian populatioa The feeling of 
contempt, wjth* which the indentured Indian is generally regarded 
comes to extend itself not only to the ex-indentured but even to traders 
and other Indians of independent means. The struggle of free Indians 
to maintain themselves becomes more and more acute by these 
constant additions and the whole community feels an intolerable and 
continuously increasing economic burden placed upon its shoulders. 
I therefore urge the total abolition of this system of indentured labour. 
I may, however, be told that this is an extreme view to take, and that 
though circumstances may arise which may lead the Government of 
India to prohibit altogether the supply of indentured labour to Natal, 
for the present it would be a mors prudent course to utilise Natal’s 
need for securing an improvement in the treatment meted out to 
Indians in South Africa generally and in Natal in particular. Now, 
My Lord, though this is not the highest view to take of the matter, 
I am prepared to recognise that from a practical standpoint there is a 
good deal to be said In its favour. The position of Indians in South 
Africa which has gone from bad to worse during the last fifteen years 
has now grown absolutely intolerable, and in any remedy therefore 
which the Government can apply to the situation it is entitled to the 
strong and hearty support of the people of this country. 
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Need ior a Searching Inquiry into Indian Grievances 

What, My Lord, is the position of the Indian community today 
in different parts of South Africa ? I trust the Council will bear with 
me while I present to it a brief survey of that position. The total Indian 
population in the four colonies or States of South Africa which have 
recently been federated into the South African Union is about 1,50,000. 
Of this number 1,20,000 are in Natal, about 15,000 are in Cape colony, 
about 13,000 are entitled to be in the Transvaal— though the actual 
number there owing to the struggle of the last three years is not more 
than 6,000 at present — and about 100 enly are in Orangiat. Let us take 
Natal first. 1 take it first both because the bulk of the Indian popula- 
tion in South Africa is within its borders, and also because, as I have 
already pointed out, the Indian problem in South Africa has grown 
out of the industrial needs of this colony. The supply of indentured 
labour from India to Natal first began in the year 1860. And with 
the exception of a brief period of eight years from 1866 to 1874, it has 
continued to the present day. From the figures kindly supplied to me 
by the Hon’ble Mr. Maxwell*, 1 find that the total number of Indians 
actually under indenture today in Natal is about 40,000. In addition 
to this there are about 65,000 ex-indentured Indians and their descend- 
ants, while the trading Indian community stands at about 15,000. 
The period of indenture is five years, after which a pel;^on may return 
to India, in which case he gets a free passage to this country, or he 
may get himself re-indentured, or again he may remain as a free indi- 
vidual in the colony on the payment of an annual license of £3 for 
every male above 16 years of age and every female above 13. Now so 
far dl the persons actually under Indenture are concerned, the princi- 
pal grievance is naturally ill-treatment,. by employers. Very grave 
allegations on this subject have been made, and I must say that 1 have 
not seen them satisfactorily answered. On some estates the Indians 
are no doubt well treated— at any rate as well treated as they can be in 
the circumstances,- but the very relations between the employers 
and the employees are such that they easily lend themselves to serious 
abuse, and flagrant cases come to the notice of the public from 
time to time. The Protector of Immigrants being an ofificer of the 
Natal Government, he affords but little real protection to the poor 
Indian labourers. He is ignorant of their language and their ways of 
life and is generally imbued with the prejudices of the colony and it is 
not his fault if he is unable to enter into their feelings or understand 
their grievances. A startling fact which has been mentioned and has 
not been contradicted is that the rate of suicide among the indentured 


1. Secretary, Commerce and Industry Department, Government of India, 



INDENTURED LABOUR FOR NATAL 


287 


ia double of what it is among the ex-indentured and from ten to twelve 
times what it is among those classes in India from whom the 
indentured are drawa 

My Lord, all these allegations require a searching and careful 
enquiry and I think the Government of India should urge on the 
Government of Natal a joint enquiry by representatives of the two 
Governments in the matter. I also think that the Protector of Inden- 
tured Indians in Natal should be an officer of the Government of India, 
periodically sent out from this country, and not an officer of the Natal 
Grovernment. So much for those who are actually under indenture. 
Let us now turn to the case of the ex-indentured. Their number in 
the colony is, as 1 have already mentioned, about 65,000. The policy 
of the colony towards them has undergone a gradual and now a com- 
plete change. In the earlier years after the system of indentured 
labour came into existence, the one anxiety of the Natal Government was 
how to keep in the colony those whose term of indenture had expired. 
Various inducements were offered and one of the conditions then 
insisted on was that no indentured Indian should leave the colony before 
the expiry of ten years from the date of his arrival There is no 
doubt that these ex-indentured Indians have deserved well of the 
colony. It is to their labour that the present prosperity of Natal is 
largely due. So recently as July 1903, Sir Leige Hulett, ex-Prime 
Minister of Natal, bore the following testimony on this point : 

» i» 

Tho condition of the colony before the importation of Indian labour was one 
of gloom; it was one that then and there threatened to extinguish the vitality of 
tie country, and it was only by the Government assisting the importation of 
labour that the country began at once to revive. The coast had been turned into 
one of the most prosperous parts of South Africa. They could not find in the 
whole of the Oape and the Transvaal what could be found on the coast of Natal-- 
10,000 acres of land in one plot and in one crop— and that was enjbirely due to the 
importation of Indians . . . Durban was absolutely built upon the Indian population. 

Two other testimonies may be quoted. Mr. J, R. Saunders, a 
member of the Natal Commission on Indian immigration of 1884, in 
the course of his report says : 

If we look back to 1859, we shall dad that the assured promise of Indian 
labour resulted in an immediate rise of revenue, which increased four-fold 
within a few years*— mechanics, who could not get away and were earning five 
shillings a day and less, found their wages more than doubled, and progress 
gave encouragement to everyone, from the Berg to the sea* The colony was 
in dire straits in those days. The revenue was only about £4 per head of the 
white population, whereas now it is nearer £40 . . • If we mean to take up the 
matter in real earnest, we must be prepared to do away with indentured 
labour altogether ; , . . but, whatever we do, we must act justly, and remember 
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that a oert^rjfn number of Indiaus ha^e been born and brought up in the colony 
and that itie the only country they know and the only home they have. 

Mr, Neame, author of the * Asiatic Danger in the Colonies’, says: 

Indian coolies work the sugar and tea estates of the coast; Indians deve* 
lop the coal-mines; Indiana perform an increasing share of the work on the 
farms, for the farmers, who at first viewed them with distrust, are now as 
anxious to retain them as the planters. Since the advent of coolie labour, the 
white population has more than doubled, the value of land has iooreased, the 
cost of living has gone down. It is the Indian coolie who gives Natal the cheap 
fruit and vegetables which are the envy of the Transvaal, who has brought 
under high cultivation large tracts whiob,^,bat for his presence, would today be 
barren. The Umbiio Valley, near Durban ( resently swept by the flood ), and 
some of the land nearMaritzburg, boar testimony to his Industry. 

And yet these Indians who have done so much for the colony 
have for years past baan making bitter complaints of the unjust and 
oppressive manner in which they are being treated. The early policy 
of inducing ex-indentured Indians to remain in the colony was 
gradually given up and during the last fifteen or twenty years one of 
the principal concerns of the colonists in Natal has been how to get rid 
of the free Indian element there. A number of expedients have been 
tried to make their lot intolerable, of which the most serious, so far as 
the ex-indentured community is concerned, is the imposition by an 
Act of 1896 of an annual license of £3 for every male above the age of 
16 and every female above the age of 13. My Lord, it is difficult to 
speak in terras of due restraint of this outrageous impost. It is a 
matter of some satisfaction that a Bill has how been introduced in the 
Natal Legislature to do away with this license so far as women are 
concerned. But the latest papers from Natal show that the measure 
has already been whittled down in committee and that instead of 
exempting all- women it is now proposed to vest a discretion in the 
Magistrate to grant exemption in such cases only as he deems proper. 
This cruel impost which has to be paid by ox-indentured Indians in 
addition to the £1 poll-tax, which everybody has to pay in Natal, has 
already caused enormous suffering; it has broken up families, it has 
driven men to crime, and, grave as the statement is, it must be made, 
for I see it repeated in the Natal Legislature and practically corro- 
borated by the Commission appointed by the Natal Government last 
year, it has driven women to a life of shame. My Lord, who are these 
people who are called upon by the Colony to pay this annual license 
of £3 for the right to remain in the Colony? They are probably persons 
whose experience of indenture has been none too kind and who are 
therefore unwilling to indenture themselves again; who at the same 
time, not having been able to lay by anything during the period of 
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indenture, and having probably lost caste in India by reason of their 
going to Africa, dare not return to this country to face a life of poverty 
added to social disgrace, and who therefore have no choice but to stay 
in South Africa, for whose sake they have left their country, and to > 
whose service they have given five of their best years. I think the 
Natal Government ought to be urged to withdraw at once this 
iniquitous impost. 

Harsh and Unjust Treatment of Indian Traders 

It is not, however, only the presence of the ex-indentured Indians 
to which the colonists object. They also object to the Indian trading 
community whose number is about 15,000 today and who have been 
feeling the weight of harsh and unjust treatment for the last fifteen 
years. At one time this community possessed both the political and the 
municipal franchise. The political franchise was, however, withdrawn 
in 1896, and during the last two years attempts hove been made to 
take away the municipal franchise also. Then during the last five 
years endless trouble and much suffering and loss have been occasion- 
ed by the absolutely arbitrary manner in which the licenses to trade 
have been withdrawn or refused, the persons ruined not even being 
permitted to appeal to the Supreme Court. During the last two months 
a little improvement has taken place in connection with this question, 
for an Act has been passed, probably under pressure from the Govern- 
ment of India, allowing again appeals to the Supreme Court where 
renewals of licences are refused. This, however, removes only a part 
of the grievance, because there is still no appeal to the Supreme Court 
where new licences are refused or permission to transfer licences is 
withheld. Again, since last year, the educational facilities enjoyed 
by the free Indian community have been greatly curtaile4, there being 
now no provision for the education of Indian boys above the age of 14 
or for Indian girls of any age. In 1908, two laws were passed by the 
colony which were subsequently disallowed by the Imperial Govern- 
ment proposing to extinguish altogether the Indian trading community 
in the colony in ten years. My Lord, the whole policy of Natal today 
towards the Indian population is an utterly selfish and heartless policy, 
and the only way in which any relief can be obtained is by the Gov- 
ernment of India adopting a stern attitude towards the colony in 
return. 

Disabilities of Indians in Transvaal 

I have so far dealt with the position of Indians in Natal. Let us 
now glance briefly at the state of things in the Transvaal. The 
agitation of the last three years in that colony has overshadowed the 
0.-37 
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standing grievances of the Indian community there, which date from 
the time of the Boer Government. These grievances are tliree. In 
the first place, Indians cannot acquire any political or municipal 
franchise in the Transvaal. Secondly, they connot hold any 
immovable property there And, thirdly, they are liable to be confined 
to residence in locations. In addition to these three grievances the 
doors of the Transvaal have since 1907 been absolutely shut in the 
face of all Indians, who were not there before the war, no matter what 
their status or qualifications may be. Alone among British colonies, 
the Transvaal has placed statutory dlsabilites on His Majesty’s Asiatic 
subjects in the matter of entering thdt colony. Alone among British 
colonies, the Transvaal has sought to inflict galling and degrading 
indignities and humiliations on Ilis Majesty’s Indian subjects. The 
protest which the Indian community of Transvaal has made against 
these disabilities and indignities during the last three years has now 
attained historic importance. It is not necessary for me to go on this 
occasion into its details, because the story has now been told from a 
hundred platforms in the country. The struggle has not yet ended— 
the end is not even in sight. But India has no reason to be ashamed 
of the part which her children have played in this struggle. The 
Indians in the Transvaal have suffered much for the sake of conscience 
and of country, but they have done nothing unworthy. And they 
have throughout been most reasonable. They have not, asked for 
unrestricted Asiatic immigration into the Transvaal, They have only 
insisted that there shall be no statutory disabilities imposed upon their 
race, and that legislation subjecting them to degrading indignities 
shall be repealed. So far no relief has been forthcoming. But perhaps 
the darkest hour is already passed and the dawn is not now far. 

Indian Position (i) in Orangia 

Of the Indian position in Orangia, not much need be said. The 
doors of this colony are shut against all Asiatics except such as want 
to enter as domestic servants, and there are about a hundred Indians 
today there in that capacity. There were Indian traders at one time 
in Orangia, but they were forcibly turned out of the colony by the old 
Boer Government about 1893, and since then no others have been 
allowed to get in. 

( ii ) in Cape Colony 

Lastly, I come to Cape Colony. Here on the whole a liberal 
policy is pursued towards Indians, and with the exception of. East 
London the Colony treats them fairly well. The total number of 
Indians In this Colony is about 15,000. They are permitted to acquire 
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both the political and the municipal franchise, and though they have 
difiSculties in the matter of obtaining licences to trade and at times 
considerable suffering and loss has been caused by arbitrary refusals 
to grant or renew licences, on the whole the position is much more 
satisfactory than in other parts of South Africa. In East London> 
things are no doubt bad, but it is only a small part of Cape Colony. 

Purpose in Bringing Forward ihe Resolution 

My Lord, I have described to the Council briefly, and, I hope, 
accurately, the present position of the Indian community in different 
parts of South Africa. I will now turn for a moment to the terras 
of the resolution which I have laid before the Council. The resolu- 
tion recommends that the Governor-General in Council should 
acquire statutory powers to prohibit altogether, if necessary, the 
supply of indentured labour to the Colony of Natal. Under the 
law as it stands at present the Government does not possess these 
powers, and I am sure that is a serious handicap to the Government in 
any negotiations into which it may have to enter with the Govern- 
ment of Natal on questions connected with the treatment of Indians 
in that Colony. It is of course true that the mere taking of these 
powers does not mean that they will be necessarily exercised. Still 
this resolution, if accepted by the Council today, will be an indication 
to South Africa generally, and to Natal in particular, as to how strong 
and deep is the feeling which has been roused in this country by their 
anti-Asiatic policy. The idea of stopping the supply of Indian labour 
to Natal is not a new one. Immediately after the close of tha Boer 
War, Lord George Hamilton', in addressing a deputation headed by 
Sir Lepel Griffin', made an emphatic declaration that unless Natal 
treated the Indian community more fairly, the Government of India 
might be driven to this course. But obviously Natal has flever taken 
such a threat seriously ; for had it done so, it would not have endea- 
voured, as it has steadily done, to make the position of the free Indian 
community worse than' before; also its representatives in its Legisla- 
tive Assembly would not be talking today with easy assurance of 
getting the Government of India to agree to the proposal that the 
indenture of indentured immigrants should terminate in India or on 
the high seas. 

My Lord, I sincerely trust that today’s proceedings in this Council 
will open some eyes at least in South Africa. 1 think the power to stop 

1. see foot-note 2 on p. 6. 

2. Joined the Civil Service in the Panjab, ( 1860 ) ; Chief Secretary to the 
Fanjab Government, ( 1870 1 ; Agent to the Governor-General tor Central India, 
( 1881-83 ) ; one of the founders of the Asiatic Quarterly Review, 
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recruitment of indentured labour for Natal should go a considerable 
way in securing from the Natal Government fair terms generally for 
the Indian community resident in the Colony. Natal needs our labour. 
It cannot do without it. A number of its industries largely, almost 
entirely, depend upon it, and they would be paralysed if this labour 
was withdrawn. On this point the testimony of the Commission 
appointed by the Government of Natal to consider the question 
of Indian immigration is conclusive. The Commission says in its 
Report : 

Absolutely oonolusive evidence has b^n put before the Commission that 
several industries owe tbeir existence and present condition entirely to indentured 
Indian labour, and that if the importation of such labour were abolished, under 
present conditions, these industries would decline and in some oases be abandoned 
entirely. These are : sugar, tea and wattle-growing, farming, coal mioing and 
certain other industries. 

This is so far as Natal is concerned. The actual effects of the 
suggested prohibition, if carried out, will however probably go beyond 
Natal, and extend to the Transvaal. For, as the Natal Commission of 
last year points out, the withdrawal of indentured Indian labour from 
Natal will necessitate a corresponding withdrawal of the Kaffir labour 
of Natal from the Transvaal. My Lord, I think the present is an 
especially opportune moment for the Government of India to acquire 
the power proposed in this resolution. Not only hafe public attention 
in this country and England been drawn to the condition of Indians 
in South Africa as it was never drawn before, but the control of all 
Asiatic legislation in South Africa will shortly pass from the several 
Colonial Legislatures to the Union Parliament which will meet in 
October. This Parliament will be largely dominated by Cape Colony 
views, as nearly one-half of its members will be from Cape Colony, 
Very probably Mr. Merriman’ will be the first Federal Prime Minister 
and he declared himself only the other day in favour of a just 
and uniform policy towards Indians in South Africa, by which he no 
doubt meant the Cape policy. It is possible therefore that strong 
representations made by the Indian and Imperial Governments on behalf 
of Indians, backed by the power which this resolution suggests, may prove 
more effective at this juncture than they have hitherto been in securing 
a redress of several of our grievances. My Lord, I urge this resolution 
on the acceptance of the Council because I believe it will prove of 
some use in remedying the evil from which we suffer. But I confess 
that even if there had been no chance of its proving in any degree 

1. J. X. Mefriman (1841-1926). South African statesman ; entered politics 
( 1869 ) ; Prime Minister of Cape Colony ( 1908 ) ; took prominent part in the 
making of the constitution oi the Union of South Africa in 1910, 
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effective, I should still have proposed it, because I think it is necessary 
for us now to mark in a formal and responsible manner our resentment 
at the treatment meted out to us by the South African Colonies and 
not to take that treatment entirely lying down. At the same time 1 
recognise that the problem by which we are confronted is one of 
enormous difficulty and that while threats of reprisals might go some 
way, our main, indeed our real, reliance must continue to be upon a 
constant appeal to those immutable principles of justice and humanity 
which alone can form the enduring foundations of a great empire. 

Three Questions bf Vital Importance 

My Lord, behind all the grievances of which 1 hare spoken to- 
day, three questions of vital importance emerge to.view. First, what 
is the status of us, Indians, in this Empire ? Secondly, what is the 
extent of the responsibility which lies on the Imperial Government to 
ensure to us just and humane and gradually even equal treatment in 
this Empire ? And thirdly, how far are the self-governing members of 
this Empire bound by its cardinal principles ? Are they to participate 
in its privileges only and not to bear their share of its disadvantages ? 
My Lord, it is not for me to frame replies to these questions ; it is for 
the Imperial and Colonial statesmen to do that. But I must say this, 
that they are b,puud to afford food for grave reflection throughout this 
country. 

My Lord, only a fortnight ago this Council passed an important 
Bill Imposing serious restrictions on what is known as the liberty 
of the Press. 1 was one of those who gave their support to that 
measure, and T did this in spite of my strong disapproval of some 
of its provisions. 1 supported the Bill because 1 felt that' something 
deeper and even more fundamental than the liberty of the Press 
was at stake in several parts of the country and was likely to be 
at stake sooner or later in other parts, unless preventive action 
was taken now, namely, the unquestioned continuance of British 
rule, with which all our hopes of a peaceful evolution are bound up. 
But, my Lord, what is the good of preventing an expression of ideas 
incompatible with the continued existence of British rule, if causes 
are allowed to be at work which forcibly suggest such ideas to men’s 
minds ? I think I am stating the plain truth when I say that no 
single question of our time has evoked more bitter feelings throughout 
India — feelings in the presence of which the best friends of British 
rule have had to remain helpless — than the continued ill-treatment of 
Indians in South Africa. 
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My Lord, I am sincerely glad that your Lordship’s Government 
has allowed this question to be brought up before the Council. Your 
Lordship has had a time of extraordinary difficulty in our midst. 
During this time, while you have been driven from one repressive 
measure to another, you have also laboured incessantly for the 
permanent good of the people. I sincerely hope with your I^ordship 
that the shadow which the measures of repression have cast on our 
path will be only a passing one. But whether that hope is realised or 
not, this I know — that the good you have done will remain and it.will 
grow from more to more. And of this good, I earnestly trust, a 
satisfactory settlement of the Indian question in South Africa will 
before long form an important part. 

My Lord, I move the resolution which stands in my name. 

( The Resolution, having been accepted by Government, was 
put and adopted. ) 



STOPPAGE OF INDENTURED EMIGRATION 
TO NATAL. 


[ The OovernmeTit's decision to stop Indian emigration to Natai was 
announced in the Imperial Legisldive CouticU on Srd January 1911 by 
Mr. Robertson.'^ Welcoming this announcement, Ookhale said : J 

My Lord, I am sure the Council has listened with the utmost 
satisfaction to the statement made by the HonTrle Mr. Robertson, and 
I trust your Excellency will permit me to express on behalf of the non- 
official members our sense of deep gratitude for the decision at which 
the Government of India have arrived in this most important matter. 
The announcement made today by the Hon’ble Member will evoke 
but one feeling throughout this country, and it will be a feeling of 
sincere and enthusiastic appreciation. The decision of the Govern- 
ment removes from the difficult question of the treatment of Indians 
in South Africa an important factor which was responsible for much 
soreness of feeling. It also does more. It furnishes to my country- 
men a striking object lesson of the manner in which the Government 
will not hesitate to take any action that has become necessary in 
furtherance of our interests and for the assertion of our self-respect, 
even when it“invoIveB inconvenience and possible injury to the inte- 
rests of a self-governing English colony. My Lord, I heartily congra- 
tulate the Government on the step which they have taken. 


1. soe foot-note on p. 178. 
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[ The Imperial Legislative Comal met on Wedimdayt the 25th 
Januarij 191 L Lord Havdinge^ the Viceroy^ presided, Gokhale moved 
a resolution calling for an inquiry into the causes which had led to great 
increase in public expenditure. In moving this resolution^ Gokhale made 
the following speech : ] 

My Lord, 1 rise to move that 

( 

This Counoil recommends to the Governor-General in Oounoil that the Govern- 
ment should order a public ioqu'ry by a mixed body of oiricials and non-cfficials 
into the causes which have led to the great increase in public expenditure, both 
Ciriland Military, that has taken place curing recent years, so that means may 
be devised for the greater enforcement of economy, where necessary and 
practicable, 


Unprecedented Rise in Expenditure 

My Lord, the Budget Debate in this Council of last year, and 
more especially the language employed on the occasion by my 
Hon’ble friend the Finance Ministeri, had led me to hope that the 
Government would of their own accord direct such an inquiry, at any 
rate into the civil expenditure of the country. That hope, however, has 
not been justified, and I therefore deem it my duty to submit this 
motion to the consideration of this Council. My Lord, the last twelve 
years have been in some respects a most extraordinary period in 
Indian finance. A variety of circumstances, to which I will presently 
refer, combined to place at the disposal of the Government of India, 
year after year, phenomenally large revenues— phenomenally large, I 
ipean, judged by the standards of this country, and while advantage 
was taken of the prosperous condition of the Exchequer to grant a 
certain amount of relief to the taxpayers, the necessary consequences 
of an overflowing treasury in a country like India inevitably 
followed, and the level . of expenditure came to be pushed up in 
every direction in a manner perfectly unprecedented in the history 
of this country. How large and how unprecedented this growth of 
expenditure has been may be seen from the fact that two years 
ago, all of a sudden and without any warning, we came to a year 
of a heavy deficit— the heaviest deficit that this country has known 


1. Ri^ht Uon'ble Sir Guy Fleetwood W>7so«, Finance Member, Government of 
India, ( 1908-13 ) ; Member of the Committee on Army Reorganisation, in England, 
( 1887|: Financial Adviser to the Commander-in-Chief, South Africa; Director- 
General, Army Finance, U,K. 
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since the Mutiny. And last year, the Hon’ble Member, as if to 
emphasize the gravity of the situation, felt himself driven to impose 
additional taxation to the tune of about a million and a quarter in a 
perfectly normal year, free from famine, war, or any of those other 
disturbing circumstances which in our mind have been associated with 
increased taxation in the past. A development of the financial 
situation so extraordinary and so disquieting demands, in my humble 
opinion, a close scrutiny, and it is because 1 want the Government to 
undertake such an examination that I am raising this discussion in 
this Council today. 

Two Important Facts About India’s Financial Position 

My Lord, for a proper appreciation of how enormous this growth 
of expenditure has been during recent years, it would be necessary 
to take a brief survey of Indian finance over a somewhat extended 
period ; and I propose, if the Council will bear with me, to attempt such 
a survey as briefly as I can for a period of about 35 years beginning 
with the year 1875. I take 1875 as the starting point because, in many 
respects, that year was a typical year— being also a normal year — 
typical of the old regime associated with the names of Lord Lawrence^ 
Lord Mayo* and Lord Northbrook*. I propose to begin with that 
year and survey the flnance of the 33 years that follow, as briefly as 
I can. Before odng so, however, I think I must place before this 
Council one or two general views about the financial position of the 
country. Those who merely look at our Financial Statements are 
likely to carry away a somewhat misleading idea as to what our 
real revenue or our real expenditure is. The Statements give certain 
figures known as gross and certain other figures known as nett- 
But neither the gross figures nor the nett figures give, in my opinion, 
a correct idea of what 1 would call the real revenue and expenditure. 
To get at the figure of real revenue, it is necessary in the first place to 
exclude from the revenue under the Principal Heads, Refunds and 
Drawbacks and Assignments and Compensations and also the cost of 
the production of Opium. Then we must take the Commercial Services 
nett; and to this we must add the receipts under the Civil and 
Military Departments. I think such a process alone would give 
us a correct idea of our real revenue. Now, applying this to the 
Budg^et figpires of last year, and those are the latest that are 

l, see foot-note 3 on p. 18. 2. see foot-note 2 on p. 33. 

3. Bari of Northbrook (1826-1904 }, Civil Lord of the Admiralty, (1857); 
Under-Secretary for India, (1859) ; Secretary to the Admiralty, (1866), Viceroy of 
India, (1872-76). 
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available for us, what do we find ? We find that our real revenue, as 
distinct from either gross or nett revenue as given in the Financial 
Statement, is about 53 millions, or 80 crores of rupees, being made up 
of about 49 millions under the Principal Heads, aboht 1 million nett 
from Railways and Irrigation, about 2 millions. Civil Departmental 
receipts, and a little over 1 million, Military Departmental receipts. 
Out of this revenue, about a million is devoted to meet the nett charge 
of interest on unproductive debt, and another million goes to meet the 
standing charge for Famine Relief and Insurance. If we leave these 
2 millions out, 51 millions remain to be devoted to the Civil and Mill* 
tary administration of the country, of which a little over 30 millions 
is devoted to Civil expenditure and a little under 21 millions is spent 
on the Army. The Civil charges are made up today of about 6 millions 
for Collection of Revenue, about 15 millions for the Salaries and Expen* 
ses of Civil Departments, about 5 millions for Miscellaneous Civil 
Chaises, and about millions for Civil Works. This then is the first 
fact about our financial position which I would like the Council to note. 

The second fact, which I would like to mention, is that this real 
revenue, excluding Opium receipts, which are uncertain and which 
moreover are threatened with extinction, is capable of growing at the 
rate of about 1| per cent, per annum. The calculation, which shows 
this, is an elaborate one and 1 do not want to weary the Council with 
its details. I have tried to take as much care as I ^possibly could to 
make it accurate and 1 have discussed the method adopte'd with those 
who are qualified to express an opinion on these matters. I think I 
may say that every care has been taken to eliminate figures which 
ought to be eliminated from such a calculation, and I feel that the 
result may be accepted as a fairly correct one. On the basis of this 
calculation, then, excluding Opium receipts, our revenue may be 
taken to ba capable of growing, taking good and bad years alike, at an 
average rate of about 1 J per cent, a year. It therefore follows that any 
increase of expenditure for normal purposes, i, e., exclusive of any 
special expenditure that may have to be incurred for special objects, 
must keep well within this average rate of per cent, per year. 

Survey of Indian Finance: First Period, 1875*84 

1 trust the Council will keep these two facts in mind, and now 
follow me in reviewing the growth of expenditure during the 35 years, 
or rather 33 years, following 1875. I think it best to take 1908-09 as 
the last year of the period, first, because upto that year the growth of 
expenditure went on practically unchecked, and secondly, because 
iooniplste figures are available to the general public only upto that year. 
This period of 33 years divides itself into four smaller periods of mwe 
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dr leas equal duration — the first of nine years frtsn 1875 to 1884, the 
second of ten years from 1884 to 1894, the thitd of seyen years from 
1894 to 1901, and the fourth of seven years from 1901-02 to 1908-09. 
Now, my Lord, for purposes of a fair comparison, it is necessary to 
reduce the figures for the years selected to what may be called a 
common denominator, all extraordinary items being eliminated from 
either side. Thus, if the rates of exchange for any two years, which 
are compared, are different, due allowance must be made for that. If 
there has been either enhancement or remission of taxation in the 
interval, if new territory has been included or old territory excluded, if 
certain old heads of accounts havd been left out or reclassified, allow- 
ance must be made for all these. I assure the Council that 1 have made 
such allowance to the best of my ability in the comparison which I am 
about to institute. Thus, in the first period there was first increased 
taxation during Lord Lytton’s* time and then there was a remission of 
taxation during Lord Ripon’s^ time, and 1 have made due allowance for 
both these circumstances. Then the rate of Exchange even in those 
days was not steady. It was about Is. 9'6d to the rupee in 1875 and 
about ls.7>3d in 1884, and allowance has been made for that Well, 
having made these allowances, what do you find ? We find, putting 
aside all extraordinary expenditure due to famines and war, that during 
this period of nine years, our total Civil and Military expenditure rose 
by about 6 .p^r cent., which means an annual increase of about two- 
thirds per cent per year, against an annual growth of revenue of about 
1^ per cent The rate of normal increase of revenue was thus consider- 
ably in excess of the rate of growth of expenditure, and it was this fact 
which enabled Lord Ripon’s Administration to remit taxatioa The 
total increase under Civil and Military during this period was about 
two and a half crores a year. That is the first period. 

—Second Period, 1884-94 

The second period of ten years is the most difficult period to deal 
with, because there is hardly anything in common between the first 
year and the last year. It was a period of great military activity in 
view of certain eventuedities that were expected on the North-West 
Frontier, and it synchronized with a steady fall in Exchange and a 
steady diminution of Opium revenue. The result was that there were 
continuous additions to the taxation of the country. In considering the 
expenditure of this period, we have to make allowance for four disturb- 
ing factors. In the first place, an addition was made in 1865 of 30,000 
troops— 10,000 Eurc^eans and 20,000 Indians— to the Army. Secondly, 


1. see foot-note on p, 171. 


2. see foot-note 1 on p. 32. 
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in 1886, Ui^r Burma was annexed Then Exchange fell oontinuoualy 
between 1885 and 1894 from la 7'3r?. to Is. l*ld to the rupee, the latter 
being the lowest point Exchange ever reached. And lastly. Exchange 
Compensation Allowance was granted to all European officials towards 
the end of this period, costing over a crore and a quarter of rupees or 
nearly a million sterling. All this necessitated continuous additions to 
the taxation of the country, during eight out of the ten years, some- 
thing or other being put on. These four factors make it extremely 
difficult to compare the starting year with the closing year of this period, 
but a certain general view, roughly correct, may be presented. It will 
be found that during this period the Civil and Military expenditure of 
this country rose by aboutl4crores. Out of this 14 crores, however, about 
7| crores was specially provided for by extra taxation, so that the nor- 
mal growth of charges during this period was about 61 crores. On the 
other hand, the revenue during this time increased by about 12 croresi 
of which about 6 crores was from new taxes ; and economies were effect* 
edto the extent of about 2 crores by suspending the Famine Insurance 
Grant and in other ways, and thus the two ends were made to meet. 
The result, during the second period, putting aside all special expendi- 
ture for which special taxation was imposed upon the country, was 
that we had a normal growth of administrative charges for the Army 
and the Civil administration of about 6\ crores. This works out at a 
total increase of about 14J per cent, in ten yeaiji, or an average 
increase of 1^ per cent, per annum, against a normal growlh of revenue 
from the old resources of a little under ly per cent, a year. 

-Third Period, 1894-1901 

I now come to the third period. In this period the disturbing 
elements v^ere not so numerous, the only factor of that character being 
Exchange. At the beginning of the period. Exchange was as low as 
Is. I'lrf., but it rose steadily to l.s. id. in 1899, at which figure it stood 
practically steady for the three closing years of the period. And but for 
the fact that three of the biggest famines of the last century occurred 
during this period, as also for the fact that there was war on the 
frontier at the commencement, the finances of this period would have 
given a much more satisfactory account than they did. As things 
were, however, the Railway Revenue had already begun to expand. 
Opium too had begun to recover, and that extraordinary expansion of 
general revenues, which was witnessed from 1898 to 1908, had also 
commenced. The last three years of this period thus belong to a period 
of extraordinary expansion of revenue on all sides, and in addition to 
this, under Exchange alone, the Government saved in 1899 nearly 5 
crores of rupees on the remittances to England, judged by the standard 
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of 1894. These expanding resources naturally led to increased 
expenditure, and what stimulated the growth of charges even more 
than that was that we had during this period three years of 
Lord Curzon’s administration — the first three years of his administra* 
tion. As a result of all this, expenditure grew at a greater pace towards 
the close of this period than during the previous period ; but even so, we 
find that it was kept well under control. During these seven years 
there was an increase of about 6 crores in the expenditure of the 
country. Civil and Military, which works out at about 11 per cent, or 
1| per cent, per aunum, the Civil expenditure rising by about 14 per 
cent, in the seven years or at the rate of % per cent, a year and the 
Army estimates rising by about 6| par cent, or at a little under 1 per 
cent, per annum. For purposes of this comparison 1 have reduced the 
cost of Exchange for the first year to the level of what it would have 
been, if Exchange had then been Is. 4'/. instead of Is. 1*L/. to the rupee. 

—Fourth Period, 1901-08 

Let us now turn to the last period. This period, like the third, 
was one of seven years, but it was a period of what was described in 
this Council last year as a period of ‘ Efficiency with a big E.’ There 
was a hot pursuit of efficiency in every direction, leading to increased 
establishments, creation of new appointments, and increases in the 
scales of pay and 'promotion and pensions of the European services of 
the country. As a result what do we find 7 An increase of expendi- 
ture all round which is perfectly astonishing. The disturbing factors 
during this period were : ( 1 ) the Accounts for Berar were included, 

( 2 ) the bulk of the Local Funds Accounts were excluded, ( 3 ) there 
were remissions of taxation, and ( 4 ) the charges for Military-Marine 
were transferred from Civil works to Military. Making, allowances 
for all these factors, wo find that during these seven years, 1901-02 to 
1907-08, the total normal growth of charges, Civil and Military, came 
to no less than 18 crores ! This gives us an increase of about 33 per 
cent, in seven years, or about 5 per cent, per annum ! On the other 
hand, the expansion of revenue, which in itself was most exceptional, 
was, making all necessary allowances, about 2 per cent, per annum. 
We thus come to this ; We had an increase of about 2^ crores during 
the first nine years ; we had about six crores during the next ten years ; 
again about six crores during the next seven years ; and we had an 
increase of not less than 18 crores during the last seven years I Taking 
the percentages, again, we find that the normal growth of charges per 
annum in the first period was about two-thirds per cent.; it ranged 
between 1 1 and 1| per cent, during the second and third periods; 
while it was nearly 5 per cent, during the last period ! Taking Civil 
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and Military separately, it was 40 per cent, for seven years or nearly 
6 per cent, per annum for the Civil, and about 20 per cent., or an 
annual average growth of 3 per cent, for the Military 1 

My Lord, I think it should only be necessary to mention these 
figures to establish the importance and necessity of an inquiry 
into the growth of charges during recent years. It will probably be 
said that this extraordinary increase is accounted for to a gpreat extent 
by increased expenditure in several useful directions. I admit at once 
that the Government have found additional money for several desirable 
objects during this period. But what is the amount so found V The 
total growth of Civil charges during this period was 13 crores. Out of 
these 13 crores, a sum of about 3 crores represents roughly the addi- 
tional expenditure on the Police, Education, and grants to Local 
Bodies. About a million has been added to the expenditure on Police, 
with what results it is too early yet to say. I, for one, am not satisfied 
that the growth of expenditure in this direction has been all good, but 
I will take it for the moment that the increased expenditure will give 
us a more improved Police service. Next we find that under 
Education there has been an increase of about half a million or 75 
lakhs, including the sums provided for Agricultural Education and 
Technical Education. Finally, a iittle over half a million — nearly 
two-thirds of a million— represents the grants made to Municipalities 
and Local Boards for Sanitation, Education and othdlr purposes. Thus, 
roughly speaking, the additional expenditure on these objects coraes'to a 
little over 3 crores or 2 millions sterling, leaving still an increase of 
about 10 crores to be explained. 

Necessity of Review 

My Lord, I may mention, if the Council will permit me, that it is 
not only now that 1 am complaining of this extraordinary rise in 
charges. As far back as five years ago, when we were in the midst 
of this period and when charges were still going up by leaps and bounds 
in every direction, I ventured to make a complaint on this subject in 
the Council If the Council will pardon mo for quoting from myself, 
I would like to read a few lines from what I then said. Speaking in the 
Budget Debate of 1906-07, 1 ventured to observe : 

The surpluses of the last few years'<~rendered possible by the artificial en- 
haDoexuent of the value of the rupt^e, and realised, first maintaining taxation 
at a higher level than was necessary in view of the appreciated rupee, and 
secondly, by a systematic underestimating of revenue and overestimating of 
expenditure— have produced their inevitable effect on the expenditure of the 
country. With suoh a plethora of money in the Exchequer of the State, the level 
of expenditure was bound to be pushed up in all directions. Economy came to b# 



INCREASE IN PUBLIC EXPENDITURE 


308 


a despised word aod iDoreased establishments and revised scales of pay and pen* 
sion for the European ofBoials became the order of the day. Some remissions of 
taxation were no doubt tardily granted, but the evil of an uncontrolled growth of 
expenditure in all directions in the name of increased efficiency was not checked, 
and the legacy must now remain with us. The saddest part of the whole thing is 
that in spite of tb is superabundance of money in the Exchequer and the resultant 
growth of administrative expenditure, the most pressing needs of the country in 
regard to the moral and material advancement of the people have continued for 
the most part unattended to and no advantage of the financial position has been 
taken to inaugurate comprehensive sobemos of State action for improving the 
condition of the masses. Such State action is, in my humble opinion, the first duty 
now resting on the Government of India, and it will need all the money— recurring 
and DOD-reourring— that the Hon*ble Member can find for it. 

That this complaint was admitted in its substance to be just by 
the Government, or rather by the representative of the Government in 
the Finance Department, will be seen from certain very striking 
observations made the following year by His Honour Sir Edward 
Baker, ^ who was then our Finance Minister. Speaking in the Budget 
Debate of 1907-08 about a proposal that there should be a further 
increase in the salaries of certain officers, he protested that he regarded 
that proposal ‘with astonishment, and something like dismay'; and then 
he proceeded to say : 

I have now been connected with the Finance Department of the Government 
of India for five years oontinuously, and during the whole of that period I do not 
believe that a^sin^le day has passed on which 1 have not been called upon offi* 
oially to assent to an increase of pay of some appointment or group of appoint- 
ments, to the reorganisation of some Department, or to an augmentation of their 
numbers. All experience proves that wherever revision is needed, either of 
strength or emoluments, the Local Governments and the Heads of Departments 
are only too ready in bringing it forward. Nor are the members of the various 
Services at all backward in urging their own claims. 1 cannot in the least 
recognise the necessity for imparting an additional stimulus to this process. 

It will thus be seen that there has been a great deal of expenditure 
incurred during the last few years of a permanent character, which 
was rendered possible only by the fact that Government had large sur- 
pluses at its disposal. In view of this, and in view of the great deteri- 
oration that has since taken place in the financial position, I think it 
is incumbent now on the Government to review the whole situation 
once again. My Lord, this was the course which Lord Duiferhi* 
adopted in his time, though the growth of charges then was nothing 
like what it has been during the last decade. When Lord Duflferin 
became Viceroy, he decided to increase the Army in this country and 
for that purpose wanted more money. And so he appointed a I^lnanoe 


1. see foot-note on p, 51. 


2. see foot-note 3 on 14. 
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Committee^ to inquire into the growth of expenditure that had taken 
plaqp just before his time, so as to find out what saving could be 
effected. The Resolution appointing that Committee is a document 
worth the perusal of the present Government of India. . It speaks of 
the growth of Civil expenditure that had taken place during the 
preceding five years as ‘very large’, though, as I have already pointed 
out, the increase was only at an average rate of about § per cent, per 
annum between 1875 and 1884, or taking the charges for Collection of 
Revenue and the Salaries and Expenses of Civil Departments only, it 
was about 1| per cent., the increase under these two heads being 
higher than under other heads, if that rate of increase was, in Lord 
Dufferin’s opinion, ‘too large’, 1 wonder what expression he would have 
used to describe the pace at which expenditure has grown during the 
last decade ! 


Plea for Public Inquiry by a Mixed Body 

My Lord, I now come to the form of the enquiry which I propose. 
I propose, in tlie first place, that the enquiry should be a public enquiry, 
and I propose, secondly, that it should be by a mixed body of officials 
and non-officials. As 1 have already observed, the language employed 
by the Hon’ble the Finance Member last year in this connection had 
led me to hope that Government would of their own accord order such 
an inquiry into the matter. In Simla last August^ however, when I 
asked the Hon’ble Member a question in Council, he shid that what 
he had meant was a Departmental inquiry only. Now, my Lord, the 
position is so serious that a mere Departmental inquiry will not do. 
In support of this view, I may quote my Hon’ble friend himself. He 
said last year that the question of economy did not rest with his 
Department alone; it rested with the Government of India as a whole. 
He also said that if economy was to be enforced, public opinion, both 
in this country and in England, would have to enlist itself on the side 
of economy. Now the only way to enlist public opinion on that side 
is by holding a public enquiry into the growth of charges, as was done 
by Lord Dufferin, so that the people might know how the charges have 
been growing and where we now stand. My Lord, I do not want a 
mere Departmental inquiry at the headquarters of Government. An 
inquiry at Simla or Calcutta will only be a statistical inquiry. What 
we want is a Committee, somewhat on the lines of Lord Dufferin’s 
Committee, with one or two non-officials added, going round the 
country, taking evidence, finding out from the Heads of Departments 
what possible establishments could be curtailed, and making reoom- 


1. see foot-note 2 on p. 188, 
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mendations with that care and weight and deliberation, generally 
associated with public inquiries. 1 urge such an inqury, because 
governed as India at present is, public inquiries from time to time into 
the growth of expenditure are the only possible safeguard for 
ensuring an economical administration of our finances Under the 
East India Company, the situation was in some respects stronger 
in such matters. The Imperial Glovernment, which now finds it easy 
to throw on India charges which should not be thrown on India, was in 
those days resisted by the Company, whenever it sought to impose 
such charges. On the other hand, ParUaraent exercised a jealous 
watoiifulness in regard to the affairs of the Company, and every 
twenty years there used to be a periodical inquiry, with the result that 
everything was carefully overhauled ; and that tended largely to keep 
things under control. With the transfer of the government of this 
country from the Company to the Crown, things have been greatly 
changed. All x)ower is now lodged in the hands of the Secretary of 
State, who, as a Member of the Cabinet, has a standing majority behind 
him in the House of Commons. This means that the control of 
Parliament over Indian expenditure, though it exists in theory, is in 
practice purely nominal. In these circumstances, the importance and 
the value of periodical public inquiries into our financial administra- 
tion should be obvious to all. There have been three such inquiries 
since the transfer of the government from the Company to the Crown. 
The first was i-by* a Parliamentary Committee in the seventies. The 
Committee, which sat for nearly four years, took most valuable 
evidence. Unfortunately Parliament broke up in 1874, before the 
Committee had finished its labours, and the Committee dissolved with 
the dissolution of Parliament. The second inquiry was by the 
Conunittee appointed by Lord Dufferin in 1886-87 ; and ten years 
after, in 1897, a third inquiry was ordered, this time by a 
Boyal Commission presided over by Lord Welby’. Fourteen years 
have elapsed since then, and 1 think it is due to the country 
that another Committee or Commission of inquiry should now 
bo appointed to inquire in a public manner into the growth of 
charges and find out what economies and reductions are possible 
and l^pw the level of ordinary expenditure may be kept down. 
And this inquiry must not be in London or at Simla or Calcutta. 

It milst be by a body which will go round the country and 
take efidence. 


1. Baron IVeldy of AUin^ion ( 1832-1915 ) , Chairman, Royal Commission 
which inquired into Indian expenditure, (1897 ). 

O^S9 
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Four Remedies : ( i ) Spirit of Economy in place 
of Spirit ot Expenditure 

My Lord, 1 will now state what, in my opinion, are the remedies 
which the situation requires. My proposals are four in number, and 
they are these : In the first place, what Mr. Gladstone used to call the 
spirit of expenditure, which has been abroad in this country for a great 
many years, and especially during the seven years between 190i-02 to 
1908-09, should now be chained and controlled, and in its place, the 
spirit of economy should be installed. If the Government would issue 
orders to all Departments, as Lord Duiferln did, to enforce rigorous 
economy in every direction and to keep down the level of expenditure, 
especially avoidable expenditure, I think a good deal might be 
done. Lord Dufferin’s Government wanted money for military 
preparations. I earnestly hope that your Lordship’s Government will 
want to find money for extending education in all directions. In any 
case, the need for strict economy is there, and I trust that Government 
will issue instructions to all their Departments to keep down admini- 
strative charges as far as possible. That is my first suggestion. In this 
connection I may add this. Care must now be taken never again to 
allow the normal rate of growth of expenditure to go beyond the 
normal rate of growth of revenue. Indeed it must be kept well 
within the limits of the latter, if we are not to disregard the ordinary 
requirements of solvent finance. If special expenditure is wanted 
for special purposes, as may happen in the case of an invasion or 
similar trouble, special taxation must be imposed, and we shall be pre- 
pared to face the situation and support the Government in doing so. 
But in ordinary circumstances, the normal rate of gi-owth of expen- 
diture must not exceed and should be well within the normal rate of 
growth of revenue. 

( ii ) Subsfanfial Reducfion of Military Expenditure 

My second suggestion is that the Military expenditure should now 
bo substantially reduced. My Lord, this is a somewhat difficult 
question, and I trust the Council will bear with me while I place a few 
facts on this subject before it. Our Military expenditure, which, till 
1885, was at a level of about 16 crores a year, now stands at wefi over 
31 crores. The strength of the Army was first determined by Com- 
mission’ which was appointed after the Mutiny, in 1859, and that 
strength — roughly sixty thousand Europeans and one hundi^ and 
twenty thousand Indians— continued to be the strength of the Army till 
1885. On many occasions during that interval those who were respon* 


1. see foot-note 2 on p. 98, 
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Bible for the Military Administration of the country pressed for an 
increase in the number of troops, but without success. In 1885, 30,000 
troops— ten thousand European and twenty thousand Indian— were 
added. The number has been slightly increased since, and we have at 
present about 75,000 European troops and double that number of 
Indian troops. Now, my Lord, my first contention is that the country 
caimot afford such a large army, and in view of the great improvement 
which has taken place in mid-Asian politics, it should now be substan- 
tially reduced. Not only responsible critics of Government, but many 
of those who have taken part in the Administration of India and who 
are or were in a position to express an authoritative opinion on the 
subject, have publicly stated that the strength of the Indian Army is 
in excess of strictly Indian requirements. Thus General Brackenbury^ 
who was a Military Member of this Council at one time, stated in 
1897, in his evidence before the Royal Commission on Indian Expen- 
diture, that the strength of the Indian Army was in excess of Indian 
requirements, and that part of it was intended to be a reserve for the 
whole Empire in the East. I may also point out that the Army Com- 
mission of 1879, of which Lord Roberts^ was a member, held that the 
then strength of the Indian Army— 60,000 English troops and 120,000 
Indian troops— was sufficient for all requirements- sufficient to resist 
Russian aggression, not only if Russia acted alone, but even with 
Afghanistan as her ally. Then, my Lord, when the South African war 
broke out, a oubstahtial number of troops was sent out of this country 
for service in South Africa, at a time when the situation should have 
been regarded as anxious for India. A part was also sent to China about 
the same time, and yet things went on here as well as ever. All these 
things show that the strength of the Indian army, as it exists today, 
is really in excess of Indian requirements. It may be said that this 
is a matter of military efficiency, on which non-official members are 
not qualified to express an opinion. If I were venturing an opinion on 
the technical details of Military Administration, I should blame myself 
for my presumption ; but this is a matter of policy, which, I venture to 
think, all laymen— even Indian laymen— are qualified to understand, 
and on which they are perfectly entitled to express an opinion. Any 
one can see that the situation in mid- Asia and on the frontiers of India 
has undergone a profound change. And, in view of this change, I think 
it is due to the people of this country, who have borne this enormous 
military burden for a number of years, that Benue relief should now be 
granted to them, and thereby funds set free- to be devoted to mote use- 
ful and more pressing objects. My Lord, military efficiency, us Lord 


k see foot-note 3 on p. 34, 
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Salisbury* onoe pointed out, must always be relative. It must depend 
not only on what the Military authorities think to be necessary, but 
on a combined consideration of the needs of defence and the resources 
which the country can afford for the purposes of such defence. Judged 
by this standard, I think that our Military expenditure is unduly 
high ; and 1 therefore respectfully urge that a part of this expenditure 
should now be reduced by reducing the troops to the number at which 
they stood in 1885. 

( iii ) Larger Employment of Indians in Public Service 

My Lord, my third suggestion is that there should now be a more 
extended employment of the indigenous Indian agency in the public 
service. In this connection I am free to recognise the necessity of 
paying as a rule the Indian at a lower rate of payment than the 
Englishman who holds the same office. I think this is part of our case. 
If we insist on Indians being paid at the same rate as Englishmen, we 
cut away a large part of the ground from under our feet. Except in 
regard to those offices, with which a special dignity is associated, such, 
for instance, as Memberships of Executive Councils, High Court Judge- 
ships and so forth, where of course there must be strict equality, even as 
regards pay, between the Indian and the Englishman, there must, I 
think, be differential rates of payment for the Indian and European 
members of the public service. What is however neftesaary is that care 
must be taken not to make such distinctions galling. Instead of the 
present division into Provincial and Imperial services, or instead of 
laying down that the Indian should be given two-thirds of what the Eng- 
lishman gets, I would provide a fixed salary for each office and 1 would 
further provide that if the holder of the office happens to be an English, 
man, an e](tra allowance should be paid to him, because he has to send 
his wife and children to England, and he has often to go there himself. 
These have to be recognised as the exigencies of the present situation 
and they must be faced in the proper spirit. 1 should, therefore, have a 
fixed salary for each office ; and I would then throw it equally open to 
all, who possess the nacessary qualifications, subject to the condition 
already mentioned, that an English holder of it should get an extra 
allowance for meeting extra expenses. Then, when you have to make 
an appointment, you will have this before you. An Indian— pay, say, 
Bs. 500 a month — an Englishman pay Bs. 500 plus an allowance, of, 
say, Bs. 166. If you then are really anxious for economy, you will 
have to take the Indian, other things being equal. 


1, see foot-note 1 OQ p. 33, 
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( iv ) Provision for Independent Audit 

My fourth and last suggestion is this, that provision should now 
be made for an independent Audit in this country. My Lord, this is a 
matter of very great importance and it has a history of its own. In the 
eighties there was some very earnest discussion on this subject between 
the Government of India and the Secretary of State. The first proposal 
on the subject, curiously enough, went from the Government of India 
themselves; that was when Lord Cromer’ — Sir E. Baring, as he then 
was — was Finance Minister of India, and Lord RJpon*, Viceroy. In a 
despatch, addressed by the Government of India to the Secretary of 
State in 1882, the Government urged that a system of independent 
Audit should be introduced into India. The whole of that despatch is 
well worth a careful study. After a brief review of the system of Audit 
in different European countries, which the Government of India 
specially examined, they state in clear terms that they have come to 
the conclusion that the system of Audit in this country by officers who 
are subordinate to the Government is not satisfactory and must be 
altered. And they insist on two things : first, that the officer, who 
was then known as Comptroller General, or as he is now called^ 
Comptroller and Auditor-General, should be entirely independent of the 
Government of India, that he should look forward to no promotion at 
the hands of the Government of India, and that he should be removable 
only with 'the sanction of the Secretary of State in Council ; and 
secondly, that his position, as regards salary, should be as high as that 
of the Financial Secretary, and that he should reach that position 
automatically by annual increments after twenty years’ service. The 
Secretary of State^ of that time, however, under the advice of his 
Council, which, as a rule, is averse to change or reform, declined to 
sanction the proposal. He considered that it was not suiti^d to India, 
that it was not really necessary, and that it would cost a good deal I 
Curiously enough, however, hve or six years afterwards, the same pro- 
posal was revived by the Secretary of the State for India himself. Lord 
Cross* was then Secretary of State and the despatch in which he reopens 
and discusses this question is also worth a careful perusal Like the 
Government of India of 1882, he too dwells on the unsatisfactory 
character of the Indian Audit, espocially owing to the fact of the Head 
of the Audit Department being a subordinate of the Government of 

1. see foot-note 2 on p, 14. 2. see foot-note 1 on p. 32. 

3. Bari of Kimberly (1825-1902), Under Secretary for India, ( 185^ )'; Colonial 
Secretary, ( 1870 and 1880); thrice Secretary for India, ( 1882-8S, 1886, 1892-94.) 

4. see foot-note 2 on p. 8. 
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India, and points out how necessary it is that this officer should be 
independent of the Indian Government. The proposal was, however, 
this time resisted by the Government of India, Lord Lansdowne^ being 
the Viceroy, and it again fell through. Now, my Lord, I respectfully 
urge that the question should be taken up once again and the Auditor- 
General made absolutely independent of the Government of India. In 
England, the Auditor-General submits an annual report on all irregni* 
larities, which have come under his notice, to the House of Commons, 
and the House refers it to a Committee, known as the Committee of 
Public Accounts, which then subjects the official concerned to a 
searching and rigorous examination. As our Council does not yet 
vote supplies, it will, 1 recognize, be necessary in the present circum- 
stances that our Auditor-General’s Eeport should be submitted to the 
Secretary of State for India, who is the final authority in financial 
matters. But the Report should bo made public, being laid before 
Parliament every year and being also published in India. Then our 
criticism of the financial administration will be really well-informed 
and effective. At present non-official members can offer only general 
remarks, for the simple reason that they are not in a position to know 
anything about the details of financial administration. This will be 
altered, if they obtain the assistance of an annual report from an 
independent Auditor-General. 

Four Reasons for Demand for Inquiry* , . 

My Lord, I have done. I want this inquiry to be undertaken for 
four reasons. In the first place, this phenomenal increase in expendi- 
ture demands an investigation on its own account. Economy is neces- 
sary in every country, but more than anywhere else is it necessary in 
India. Certain observations, which were made by Lord Mayo* forty 
years ago omthis point, may well be recalled even at this distance of 
time. In speaking of the Army expenditure, he said in effect that even 
a single shilling taken from the people of India and spent unnecessarily 
on the Army was a crime against the people, who needed it for their 
moral and material development. Secondly, my Lord, expenditure 
must be strictly and rigorously kept down now, because we are at a 
serious juncture in the history of our finance. Oar Opium revenue is 
threatened with extinction. Thirdly, I think we are on the eve of a 
large measure of financial decentralisation to Provincial Governments, 
and it seems certain that those Governments will be given larger 

1. Margutfss o/ L 0 MS(ioH>»« ( 184 S-1927), Under Secretary for India, (1880) 
Governor-General of Canada, (1883-88); Governor-General of India, (1888-94); 
Secretary of State for War, ( 1895 ). 

2. aee foot-note 2 on p,33. 
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powers over their own finanoes. If, however, this is to be done, there 
must first of all be a careful inquiry into the present level of their 
expenditure. That level must be reduced to what is fair and reasonable 
before they are started on their new career. Last, but not least, we are 
now entertaining the hope that we are now on the eve of a great expan* 
sion of educational effort— primary, technical and agricultural, in fact, 
in all directions. My Lord, I am expressing only the feeling of my 
countrymen throughout India when I say that we are earnestly look- 
ing forward to the next five years as a period of striking educational 
advance for this country. Now, if this advance is to be effected, very 
large funds will be required, and it is necessary that the Government 
of India should, first of all, examine their own position and find out 
what proportion of their present revenues can be spared for the purpose. 
My Lord, these objects — education, sanitation, relief of agricultural 
indebtedness— are of such paramount importance to the country that 
I, for one, shall not shrink from advocating additional taxation to 
meet their demands, if that is found to be necessary. But before 
such additional taxation can be proposed by Government, or can be 
supported by non-official members, it is necessary to find out what* 
margin can be provided out of existing resources. This is a duty 
which the Government owes to the country; and the representatives of 
the taxpayers in this Council owe it to those, on whose behalf they are 
here, to urge this upon the Government. It is on this account that I 
have raised this question before the Council today, and I earnestly 
trust the Government will consider my proposals in the spirit in which 
they have been brought forward. My Lord, I move the Resolution 
which stands in my name. 

[ Bu way of reply to criticisms offered, in the course of the discussion 
on the above resolution, Ookhnle spoke as follows : ] 

My Lord, I must crave your Lordship’s indulgence a second time, 
because I think I ought to reply to some of the criticisms, which have 
been offered, before this discussion is brought to a close. 

1 must begin with my Hon’ble friend Mr. Meston, whose remarks 
I am almost sorry to criticise in view of the extremely generous 
reference^ that ho has been so kind as to make to myself. But, my 
Lord, I must say at once that I am not convinced by what the Hon'ble 

1. Sir James Meston began his speech by congratulating Gokhale *'upon the 
lucidity and extreme fairness with which he has placed this complicated case before 
the Council/' and went on to say : '* Like the late Mr, Gladstone, the H^on'ble Mr. 
Gokhale has the rare and happy knack of making figures interesting, and it has been 
a sincere pleasure to listen to the skill with which he marshalled the figures and 
inspired life into the dry bones of our statistical returns. " 
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Member has said, and I am not quite sure how far the Hon'ble Member 
himself is convinced. I have a shrewd suspicion, my Lord, that if 1 
could have access to some of the notes which my 11001)10 friend, as 
Financial Secretary, must have been writing from time to time during 
the last few years, I think I could make a much stronger case in 
favour of this Resolution than 1 have been able to do today. My 
Honl)le friend began by saying that, if expenditure in this country 
has doubled itself in 35 years, the same thing has happened in other 
countries. 1 had almost anticipated this argument, and 1 therefore 
carefully avoided comparing the expenditure of this time with the 
expenditure of 35 years ago. What 1 did was that I divided the period 
into four smaller periods and took dach time one of these, so that the 
years compued should not be separated by too long an interval. In 
the first place, therefore, my Honlile friend must treat the expenditure 
of other countries in the same way before the analogy can apply. 
Moreover, let him not forget that this analogy from foreign countries 
can out both ways. I am quite willing that this country should 
provide for a standard of expenditure, such as obtains in other 
•countries, if the Government of India will accept for itself all the 
responsibilities and all the standards of administration that the 
Governments of other countries have accepted. Let the Government! 
for instance, to mention only one instance, give us free, universal 
primary education in this country, and tlien it will be time for us to 
consider how our expenditure compares with that of (Ahe]f cpuntries. 

My Hon’ble friend prefers to take the year 1898, as the starting 
year for his comparison, to the year 1901-03. 1 too had thought at 
one time of taking 1898-99, for the simple reason that that was the 
commencement of Lord CurzonV administration; but I found after- 
wards that the year was unsuitable, though it would really have been 
more favourable for my purpose. I wanted scrupulously to avoid any- 
thing that was unfair, and 1 saw that that year would not do, because 
it was midway between two great famines, the famine of 1897-98 and 
the f jraine of 1899-1900, and the revenue in that year therefore was 
larger on account of the arrears that ware collected from the previous 
famine. Moreover, as both 1899-1900 and 1900-01 were years of 
extensive famines, the level of expenditure had no opportunity during 
those years to rise as it would otherwise have done. As regards my 
friend’s explanation of the increase, the amount of which he admits, 1 
really do not know how to describe it. The explanation comes to this : 
I had said that there had been an increase of 9 millions; ‘Yes’, says 
the Hon’ble Member, 'there has been that increase; but it is made up 
of so much more spent under this head, so much under that head, and 


1, See foot-note on p. 99 
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BO 00 , the total coming to 9 millions’ I Now, this would have been a 
good answer, if I had said that I did not know how or where to find the 
items, of which these 9 millions were made up. H, for instance, I 
had said that somebody had walked away with our 9 millions a year, 
this explanation would have been perfectly sound. Surely the details, 
which he has given, could have been put together by any one of us 
from the financial returns of the Government; or if I had experienced 
any difficulty in that, I could have drawn on the ample courtesy of my 
Hon’ble friend, on which, as a matter of fact, he has permitted me to 
draw so liberally during the last few days. To the real question which 
I have raised, the Hon’ble Member has attempted practically no 
answer. I will refer only to two items to illustrate the way In which 
he has been compelled to argue in this matter. The Hon’ble Member 
says that establishments have been largely increased during the last 
few years; now that is exactly my complaint. What the Hon’ble 
Member should have told the Council is : should they have been so 
increased ? He has, however, nothing to say on that point Again, 
take the increase under Stationery. The Hon’ble Member’s explana- 
tion is : ‘ 1 suppose we have been writing much more than we used 
to do’. Now, in the first place, 1 am not so sure about that If the 
officials have been really writing much more than they used to do, 
then they have been disobeying the orders of the Government of India; 
for one of the ordqps issued by Lord Curzon during bis time was that 
official wri^ng should be curtailed; and he even took great credit 
to himself on a subsequent occasion for having reduced the voluminous 
mass of official writing. But apart from that, last year, when I raised 
this very question of increased expenditure on Stationery, my Hon’ble 
friend Mr. Robertson^, who was then in charge of the Department of 
Commerce and Industry, admitted that there had been a great increase 
during the last twelve years, the increase amounting to nn less than 
60 per cent, in twelve years I And he assured the Council that his 
Department had been making inquiries and be hoped to make Sub- 
stantial reductions. Not a word of this, however, have we heard from 
Mr. Meston today. 

The last point which I would like to notice in the Hon'ble 
Member’s remarks is about remission of taxation. My Hon’ble 
friend says that while expenditure has increased a good deal during 
the last 8 or 9 years, there has also been a remission of taxation of 
about four millions. Now, my Lord, no one denies this, and I 
admitted it myself in my fftst speech. But when the fact is used to 
convey the idea that the taxpayers have no ground to complain of the 

aea foot-note on p. 178. 
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increased expenditure, the statement is not quite fair. There has 
undoubtedly been this remission of taxation, but 1 want the Council to 
remember that it was no more than was in common fairness due to the 
pec^le of this country on account of the savings that the Government 
effected in the charges on their Home remittances. During the 
previous ten years, there had been successive additions to the taxation 
of the country, amounting to about 4} millions, owing mainly to the 
continuous fall in exchange. When, therefore, exchange again rose 
to and steadied itself at 4d., the Government were bound to return 
to the people the 3^ millions, saved on their remittance charges, and 
this was practically all that the Government did by their remission of 
taxation, on which the Hon’ble Member has laid so much stress. 

I will next turn to the speech of the Hon’ble Mr. Brunyate^. I 
really have no quarrel with the Hon’ble Member’s statement of the 
case, as he has placed it before the Council. His argument briefly 
amounts to this. The country is getting good value for its money. 
Now I do not dispute that. 1 feel 1 am not qualified myself to express 
an opinion on that subject. Moreover, I recognise that for seven years 
we had one of the greatest soldiers of our time at the head of the Indian 
Army and he was specially well-known for his economical administra- 
tion. It is true that there are those who do not quite accept this view ; 
but that is a matter which must be left to military experts. My ques- 
tion was solely about policy. After the profound 'change that has 
taken place in Central Asian and Frontier affairs, is it fair, is it just 
to the people of the country, that the military, expenditure should still 
continue on the same high scale on which it has been incurred all 
these years ? For thirty years and more, our military expenditure 
has been dominated by the fear that Bussia was drawing nearer and 
nearer to this country. My Hon'ble friend, Mr. Haque^ has referred 
to the Angl^Russian Convention, in the framing of which, as he has 
reminded the Council, your Excellency had such a great part. If the 
Anglo-Buasian Convention is a reality, I think we are entitled to the 
benefit of it, and the only way in which this benefit can be brought 
home to us is by relieving us of a part of the burden that we have 
borne for so many years, in order that funds may be set free to spend 
on primary and technical education and such other objects. In this con- 
nection 1 would like to quote certain observations of Lord Mayo, made 
forty years ago. In a celebrated minute, which has been publi^ed, 
Lord Mayo wrote as follows : 

1. J . B. Brunyate, 1. C.S., Joint Secretary, Finance Department, (Military 
Finance ). 

2, see foot-note on p. 192. 
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Though the flnaootal neoeeiUiee of the hour have brought more tvomiueiitly 
to our view the enormona oost of our Army (lft-3ororea) ai eompar^ with the 
available resouroes of the oountry, I oanuot desoribe flioal difBoulty as the main 
reason for the ooune we have taken. I eonsid'er that, if our condition in tUe 
reepeot was most prosperous, we should still not be Justifled in spending one 
BhiUing mors on our Army than oan be shown to be absolutely and imperatively 
neosssary. There are oonsiderations of a far higher nature involved in this 
matter then the annual exigencies of flnanoe or the interests of those who are 
employed in the military service of the Grown. Every shilling that is taken for 
unneoessary military expenditure is so much withdrawn from those vast sums 
which it is our duty to spend for the moral and material improvement of the 
people. 

My Lord, this is as true today as it was forty years ago, and I 
earnestly trust that something will be done to reduce our present 
overgrown military expenditure. 

1 will now say a word in regard to the speeoh made by the Honlfle 
Mr. Madge. 1 am glad to have his support, even though he offers it 
in his own way^. But one or two things in what he said 1 must notice. 
He seemed to imagine that I had given up my criticism of Railway 
expenditure of last year. Nothing of the kind. I did not bring it up 
again today, because 1 took the Commercial Services net for purposes 
of my comparison. My objection last year was not to the construc- 
tion of railways out of capital, but to the percentage of working 
charges going up by leaps and bounds without any satisfactory reason. 
Last year, my Hdn'ble friend. Sir T. Wynne*, gave the Council a some- 
what lengthy explanation ; but I am not sure that it satisfied the 
Council. I understand, however, that the working expenses are being 
kept down this year. I sincerely hope that this is true. In any case 
we shall know it soon, when the Financial Statement is presented. Mr. 
Madge has told the Council that, in his opinion, not a single European 
soldier in this oountry oan be reduced. This emphatic observation 
was preceded by the statement that laymen ought not to be dogmatical 
in these matters. If only the Hon'ble Member had remembered his 
own counsel, we should have been spared a proposition so extreme as 
that which came from him. My friend spoke of the recent riots and 
of troops being requisitioned for service on the occasion. My Lord, it 
is difficult to take an argument like that seriously. If, unfortunately, 
there was real internal trouble in the country on a large scale, would 
an army of sixty to seventy thousand troops suffice to quell it ? The 
Army, from that point of view, is either too small or too large. The 

1, Mr. Madge said that an inquiry would * fortify the position ofthoGpvern* 
ment, and, by justifying every item of expenditure, show the world that their position 
is an impregnable one.’ 

2, see foot-note 2 on p. 179, 
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policy of the Gtovemment is to govern the country with the confidence 
and the attachment of the people. In that view of things, I think it is 
meet unfair that these occasional riots should be brought forward as 
an argument for maintaining the Army on its present scale. Lastly, 
the Hon'ble Member has expressed the view that the system of 
' independent audit that I proposed was unnecessary. Well, in this he 
and 1 differ, which is a small matter. But he should realize that he 
also differs from some of the greatest statesmen of England, Germany, 
France and Austria If he likes that singular distinction, I have no 
quarrel with him. 

My Lord, I now come to the extraordinary speech of the Hon’ble 
Mr. Gates*. For easy confidence that everything is for the best in 
this best of lands and for the polite suggestion that those who demand 
an inquiry into how Government spend the money, raised from the 
taxpayers, are guilty more or less of something approaching presump- 
tion, 1 think that speech would be hard to beat. However, the Hon’ble 
Member himself has supplied to the Council a part of the explanation 
of that speech. He has told us that he comes from Burma ! But my 
Lord, whatever may be thought of the rest of his speech, I do not think 
there was any excuse for the Hon’ble Member misunderstanding me 
on one point. I never asked for a Commission like the Welby Com- 
mission. It is true that I mentioned it along with other bodies that 
have inquired into the administration of Indian finances from time to 
time, but I distinctly stated that I wanted an inquiry,' n5t by a body 
sitting at Simla or Calcutta, or in London, but by a Committee that 
could go round the country, like the Finance Committee of Lord 
Dufferin. And Lord Dufferin's Committee was the one Committee 
which really did achieve solid results. That Committee went all over 
the country, took valuable evidence and submitted within three years 
its recommendations, calculated to effect a saving of about 60 lakhs, 
and most of the recommendations were carried out. It is a Committee 
of that kind, with one or two non-officials put on it, that I want. My 
■ Lord, it is quite true that if the Government do not want to enforce 
economies, the Committee will not achieve anything. Lord Curzon 
once said in this Council: ‘ There are inquiries and inquiries ; there 
are inquiries to shelve and inquiries to solve.’ If the Government 
wish to shelve this problem, they will deal with it in one way. If, 
however, they want to find a solution for it, they will deal with it in 
another way. What the Committee does or does not do, will depend 
upon the keenness or otherwise of the Government in the matter. Then 
jthe Hon’ble Member asked : why it was necessary to refer the question 
of an independent audit to a Conunittee of inquiry. My Lord, I never 


1, see foot-note on p. 195. 
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suggested that it Bhould be so referred. I merely mentioned it as one 
of the remedies that the situation required. If the Gk>vernment will 
themselves examine the proposal and adqpt it, so much the better; if 
the Government do not want to do this, they may refer it to the 
proposed Committee. Of course it is open to me, as the Hon'ble 
Member says, to bring this matter before the Council in the shape of 
a Besolutioa And I certainly will do it, if it becomes necessary. But 
as to when I should do it, of that I must be the judge. Then the 
Hon’ble Member said 1 had adopted an unconstitutional course in 
bringing this Resolution forward. My Lord, the Honlile Member is 
Financial Commissioner of his Province. I do not know what his 
views are of the financial relations between the Government of India 
and the Provincial Governments. But I think he should know that it 
is only in this Council that discussions of this kind can be initiated. 
Any matter ‘which refers to all Fro'dnces in common, any matter 
which involves considerations of policy, with which the Government 
of India alone can deal, can be raised only in this Council and 
nowhere else. Comparatively small matters, relating to particular 
Provinces, may be raised in the Councils of those Provinces. I will 
not ask if they do even that in the Burma Council. But does the 
Hon’ble Member imagine that questions like economy in military 
expenditure, questions even like civil expenditure, involving large 
policies, such as the wider employment of Indians, can be raised in 
Local Coundils*? I'hese questions must be raised here, if they are to 
be raised anywhere at all in India One more observation, my Lord, on 
Mr. Gates’ speech, and I will have done with it. The Hon’ble Member 
spoke of the bloated budget of Bombay, and he suggested that we 
should look for economies there and not trouble other Provinces. My 
Lord, if the budget of Bombay is a bloated budget, in any case we pay 
every penny of it ourselves. Wo have not lived on other Pcovinces or 
on the Government of India for nearly twenty years as Upper Burma 
has done. When Upper Burma refunds to the Government of India all 
that it has drawn from other Provinces, it will be time for it to speak 
of the bloated budgets of other Provinces. 

My Lord, I now come to the last speech, which of course was not 
the least— that of the Hon’ble Sir Guy Fleetwood Wilson. I am 
grateful to my Hon’ble friend for the courtesy of his remarks* and on 
the whole for the very friendly tone of his speech. If it had been only 
the courteous and friendly tone, my satisfaction would not have been 
so real When the Hon’ble Member adapts a specially friendly attitude 

. 1. “ It is aa inteilectaal treat, ” Sir Guy F. Wilson said at the end of his 
sjyeech, " to hear Mr. Gokhale give an exposition of his views. ” 
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or a speoialV conciliatory tone, 1 don’t mind confessing that Z grow 
somewhat saspioiouB. That was my experience last year; while he 
was giving us verbal sympathy without stint, he was putting on the 
country tax after tax. However, in consideration of the definite 
assurance he has given today and in deference to what has fallen 
from him towards the close of his speech*, I am quite willing to 
withdraw this Resolution for this year. 1 withdraw it for this one year 
only, because by this time next year we shall be in a position to see 
how far the Hon’ble Member has been able to carry out what he has 
practically undertaken to do. And I do this all the more readily 
because the Hon’ble Member has laid stress on one circumstance, to 
which it is necessary to attach special weight, and that is the fact 
that your Excellency has just assumed the reins of office, and that it 
is only fair that you should have time to look into this question for 
yourself. The Hon’ble Member has drawn the attention of the Council 
to the fact that your Excellency, if I may repeat what he said without 
impertinence, has a great reputation for economic administration, and 
the Council may well leave this matter in your Excellency’s hands 
for the present On one point, however, I must express my dissent 
from the Hon'ble Member. 1 do not agree with him as regards the 
undesirability of the machinery which I have suggested — the 
machinery of a public inquiry. 1 think public inquiries from time to 
time serve a special purpose of their own. Apairt from the economies 
that may actually be effected as a result of such inquiries, every 
department is put on its defence, and that in itself is something to 
achieve. The fact that there is going to be an enquiry, so to say, 
shakes every department and makes it put its house in order, and that, 
to my mind, is no small advantage in such matters. 

As regards audit, my Hon’ble friend’s remarks were highly 
encouraging. I hope that he means even more than he says, and that 
it is his official position and his responsibility that have made him use 
that cautious language. One observation of the Hon’ble Member in 
this connection, however, calls for a brief comment, I think I caught 
a suggestion of the argument in his speech that there is a good deal 
of difference between the condition of India and the condition of 
Western countries, and that, therefore, what has answered very well 

1 . Sir Guy F. Wilson gave an assurance that " all the members of the Govern* 
ment of India will, during the current year, subject the expenditure for which they 
are individually responsible to close scrutiny with a view to effecting all possible 
economies/’ and went on to say : I do not know whether, after the assurance I 
have been able to give him, my Hon'ble friend will wish to press it ( the resolution ) ' 
to a division . , « A division might be misunderstood as an implication that we are 
not at one on the subject of economy. We certaunly are* '* 
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there may not answer equally well here. I quite admit that ; at the 
same time it should not be forgotten that this view, that an 
independent audit would do good to India, was the view taken 
successively by the (Government of India and by the Secretary of 
State. The Welby Commission went into this question carefully. It 
was not able to make a unanimous recommendation, because the 
Commission was equally divided on the point One section, headed 
by Lord Welby, strongly supported an independent audit. The other 
section, however, opposed it, and, among other arguments, urged that 
the creation of an audit officer, independent of the Government of 
India, would lower the prestige of the Government in the eyes of the 
people of this country. This, however, is an argument which I think 
is not worth considering. The man in the street does not understand 
what an audit officer is for and what are his relations with the 
Government of India. And those Indians who understand these things 
also understand why an independent officer is not created, if one is 
not created. Therefore the non-creation of this officer does not mean 
any special prestige for the Government, neither can his creation 
involve any loss of prestige. 

My Lord, with these observations, and thanking tlie Hon*ble 
Member once again for his very friendly reply, I ask for leave to with- 
draw my Resolution. 

. . ♦ 

( The resolution was withdrawn. ) 



LABOUR IN INDIAN FACTORIES 

t A Bill to comolidate and amend the law regulating labour in 
Factories, based on the report of the Factories Commission of 1908, was 
introduced in July 1909 and published for eliciting public opituon. It was 
r^erred to a Sdect Committee on Srd January 1911. The report of the 
Select Committee was submitted on S 1st January 1911, and the BUI, as 
amended by the Select Committee, was taken into consideration cU a meeting 
of the Council on 81st March 1911, Mr. J. L. Jenkins, the Vice-PresiderU, 
preying. Ookhale moved an amendment to clause 88, making it obligatory 
on every factory, employing more than twenty children, to maintain an 
elementary school and provide them uMh free and compulsory instruction. 
In support of Ms amendment he spoke as follows : ] 

Sir, I beg to move : 

That to olause 23 of the Bill as amended by the Seleat OjmmUtee, the 
following Bub-olattse be added : 

( 1 ) Every factory, in which more than twenty ohildreo between the ages 
of nine and twelve are employed, shall maintain an elementary aobool in 
proper condition for their benefit, and attendance at auoh sohool for not lees 
than three hours every working day shall be compulsory in the ease of each 
child so employed. 

( 2 } No fees shall be charged for the instraotion given u ssob'sohool. 

Sir, 1 urge this amendment on the broad grounds of justice and 
humanity. The plea of justice is based on three considerations. In 
the first place, the very fact of the employment of these children in 
these factories disables them from availing themselves of the ordinary 
facilities that exist for receiving instruction at school They have to 
be in the thetories for certain stated hours and therefore they cannot 
suit themselves to the hours during which they can receive instruction 
in ordinary schools. Secondly, under what is known as the split shift 
system, their presence in the factories is not confined to the actual 
hours during which they have to work; but they are expected to be 
about the factories, on the premises or somewhere near by, because 
their work is divided into two parts and they have to do part of the 
work in the morning and the other part in the afternoon. Therefore, 
the total time for which they must be present in or near the factories 
is really much longer than the actual period for which they have to 
work. And thirdly, the parents of most of these children are employed 
in the factories, and being so employed they are prevented from 
exercising that supervision over their children which ordinarily they 
might be expected to exercise. Therefor^ Sir, on these three grounds 
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of justice, 1 urge that the factory-owners should be made responsible 
for the education of these childrea This is only fair, because the 
factory-owners make money oat of the children, make money also out 
of the children’s parents, and further, work in their employ makes it 
impossible for the children’s parents to exercise that supervision over 
the education and other interests of the children which they might 
otherwise have exercised. 

Then, Sir, I urge my proposal on the ground of humanity. The 
sole justification for a measure like this is its humanity, and humane 
considerations must apply most to that section of the labouring popu- 
lation which is least able to take care of itself. Now, children are 
obviously the least able to take care of themselves, and therefore, if 
humane considerations are to apply anywhere and the State is to 
extend its protection on humane grounds to any section of the labour- 
population, that ought to be in the case of children. If the children 
are to be left to themselves, if after six or seven hours’ work has been 
exacted from them they are to be turned into the street, there to get 
into the ways of mischief — without anybody to look after them, their ? 
parents being engaged in the factories — then I say the humanity on 
which the State bases itself in introducing this legislation is not 
extended to the children. 

Factory-Owner’s Responsibility to educate Factory Children 

I think, therefore. Sir, that some provision ought to be made for 
the education of the children employed in factories, after they have 
performed their work. The half-timers are between the ages of 9 and 14; 
I am quite willing that the provision to be made should be for children 
between the ages of 9 and 12 only. Of course, it is true, as the last 
Factory Commission^ has pointed out, that there is no compulsory 
education for anybody in this country. It is also true that the Commi- 
ssion has expressed itself against compulsory provision for the 
education of factory children; but even so, the Commission has 
recommended very strongly that something should be done to ensure 
the education of these children and that local bodies and the Govern- 
ment and the factory-owners should all concert measures together for 
the pari) 08 e. The earlier Factory Commission*, however— that of 1890 

1. The Indian Factory Labour Commission appointed by the Secretary of Stale 
for India with Mr. W. T. Morison as President (1908). Sir Vithaldas Thackeraey 
served on the Commission as a representative of the Bombay Chamber of Comnwrce 
and the Bombay Millowners' Association, and appended a dissenting minute to the 
report of the Commission, 

2. The Indian Factory Commission appointed by the Government of Ipdia with 
Surgeon-Major A. S. Lethbridge as Chairman ( 1890). The other members were Raja 
Piyare Mohan Mukharji, Mr. Sorabjee S. Bengallee and Mir Muhammad Hussain. 

0.-41 
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— to emphatic in its recommendation that provision ought to be made 
for the education of the factory children, and I inrefer its reoommenda*- 
tion to that of the later Factory Commission. This is what the earlier 
Factory Commission, which first provided that children should be 
employed as half-timers only, recommended : 

If our suggestion that children should be employed as half-timers Is adopted, 
it vrill be found most important to provide some means of instruotlon during two 
or three of the spare hours that the obildren are off work. It is not for us to 
discuss here the advantages of elementary education, and general control and 
supervision of the rising generation of operatives. These are too obvious to 
require any advocacy from us. What we would say Is that Local Governments 
and municipalities should meet mill-owndrs half-way and, as is done in regard to 
children under other oiroumstanoes, ooutribute half the cost of teaching faotoiy 
children. Supposing, for instanoe, that a mill, employing 100 children, spends 16 
rupees a month for two teachers ; the Municipality or Goveroment should double 
this subscription and provide two or more teachers. Looking at it from a 
pecuniary point of view, the expenditure is so trifling that we cannot doubt that 
schools would be starte'd without delay in connection with all mills employing a 
large number of children. It was not to be expected that schools started under 
the present oiroumstanoes oould be a success. For it is impossible that a tired 
and jaded child ( there was no class of half-timers before 1890 ) can work bis 
brain to any useful purpose after his body has been thoroughly worn out with 
physical exertion. 

Then, Sir, our friend, the HonT)le Mr. Fremantle^ in a very 
interesting report which he submitted some time ago to ^the Govern- 
ment of the United Provinces on the condition of lalbour in Upper 
India, takes up this question and makes a very strong recommenda- 
tion, I think he puts the case so well that I cannot do better than read 
to the Ck)unoil what he says : 

** The first step^ *’ says Mr. Fremantle, ** is to compel observance of the law 
as to the employment of children. When the obildren are really employed for 
only haU the day, their parents will, as a rule, be only too pleased that they 
should be under instruction for part oftberestof the time. The schools might 
be maintained by the mill-managers on their premises and partly supported by 
g^ants-in-aid. With proper inspection, there should be no risk of the Instruction 
given being insufficient. Later, if the school became popular, it might be 
possible to provide by law that no boy or girl under 14 should be employed In a 
mill unless he or she were under iustniotion. If this were the law, it would not 
be the first attempt at compulsory education in India. The Gaekwar* has 
introduced it in parts of the Baroda State, ** ( so it is not only I who refer to the 
analogy of what the Gaekwar has done ; sometimes officials also do the same 
thing i) ** and the East Indian Railway Company in their fine estate of Glridh 

1. S.H* Fremantle, i. c. s„ was placed on special duty by the U* P. 
Goveroment in 1905 and asked to inquire Into *• the shortage of labour in various 
industries and localities His report was submitted to Government early in 1906. 

2. see foot-note on p, 121. 
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Mforot attendanoe at aohool with ezoellant reanlta. la Ceylon ” ( horob agaiot 
we bare an offloial mentioning tite example of Ceylon ) " whereyer there are 
Ooeernment ebhoola; eduoation is oompulsory, and the Cornmiseion on 
Elementary Eduoation' wbioh sat recently reoommended that planters shooU 
be held responsible for the instnlotiod of the ohildren of their Tamil odolies t 
Managers of mills sad faotories in Upper India have nerer yet had their 
attention epeoially direoted to this matter, and it Is quite time that a beginning 
ware made, ” 

What Mr. Fremantle says about managers in Upper India applies 
equally to managm^ all over the country. Sir, it is true that on tiie 
Bombay side some of the mills have made attempts to provide 
educational facilities for the ohildren employed in those mills; but the 
last Commission has come to the conclusion that these facilities were 
not efficiently provided, and very often they were only a thin disguise 
for keeping the children on the premises in order that they might be 
worked more than half time. One essential condition, therefore, in 
connection with any educational facilities offered is that there, 
must be efficient supervision, and that supervision must be provided 
by the Education Department or whatever body it is that 
inspects and supervises local schools. But I think. Sir, the first thing 
to do in this matter is to throw a definite responsibility on factory- 
owners. It is not an unfair thing to expect, as I have pointed out, 
that the factory-owners, who make money out of the children, should 
hold themselves responsible for the eduoation of those children. Of 
course, it is only fair that the Government and the local bodies should 
come to the assistance of the factory-owners; the coat may be diyided 
among the three bodies— the factory-owners, the local body conoerped 
and the Government— in such proportions as may appear to be most 
equitable ; but somebody must first be made responsible for the education 
of these children, and I think it should be the factory-owners. Even 
though there is no general compulsory law in India, it is necessary that 
there should be special provision for factory ohildren for the - simple 
reason that these children are disabled from availing themselves of the 
ordinary facilities that exist. I therefore trust that the amendment 
which I have moved will be accepted by this Council. : i,..- 


l. The Commission was appointed by the Ceylon Government to " inquire into 
and report on the Education Question with a view to proposing practical steps to 
give effect to the suggestions contained in the report of the Committee appointed in 
1901 to advise on the general question of imposing a cess for edncational, medical 
and' local nquirements ’’ with the Hon. Mr. H, Wace, c. m. g„ as chairman, fliioS). 
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[ Replying on the debate which ensued, Ookhale spoke aa JoUowa : ] 

Sir, I quite understand the position^ of the Government and I really 
did not expect that the Government would do more than urge on the 
Local Governments the necessity of looking into this matter and doing 
v/ftiai, they could to secure reasonable facilities for the education of 
4^c(ten employed in factories. Sir, the whole question has to be 
considered from a higher standpoint than that which has been taken by 
some of the speakers who have criticised my proposals. My Hon’ble 
friend Mr. Dadabhoy^ expresses the fear— and J. am surprised to see 
that the Hon’ble Mr. Clark ^ concurs in that— that if educational 
facilities are provided for children employed in the factories, the evil 
of children being overworked will be facilitated. As a matter of fact, 
I think, if that is done, the evil will be reduced, because children will 
be definitely engaged in school, instead of merely loitering about, doing 
nothing. Of course, I insist on the essential condition that there 
should be efficient supervision; and if efficient supervision is provided, 
there would be no risk whatever. It is when there is no school, and 
the children are asked to remain on the premises or close by the 
factories, that unscrupulous managers would find it easy to get them 
to work for longer hours than the law allows, under one pretence or 
another. 

As regards the Bill, to which Mr. Dadabhoy has made reference^ 
let me point out that the Bill has not yet become lawond, 4 have 
to encounter such opposition as my Hon’ble friend offered to some of 
the provisions the other day, before it becomes law; and until it 
becomes law, it is no use speaking of it as if it was law. Moreover, 
even if my Bill passes, its application will depend upon the discretion 
of local bodies, whereas, if this amendment is accepted, automatically 
wherever there is a factory population of children, schools will come 
into existence. Again, my Bill provides only for children between the 
ages of 6 and 10, whereas this amendment urges that facilities should 
be provided for the education of children up to 13. At present children 
from 9 upwards can be employed in factories ; if my Bill becomes law, 

1. The reference is to the words of the Commerce Member, who had said |in 
reply to Gokhale : “ I would rather see something on the English system by which 
a child cannot be employed unless he can show a certificate that he has been 
attending a recognised school. There would be great difficulties about a system 
like that at present in India ... but certain provincial Governments . . . have 
already moved in the inatter, and the Government of India, will keep it prominently 
in view of the Local Governments. " 

2 see foot-note 1 on p. 1 73, 

3. Member for Commerce and Industry at the time. 

4.. This was Gokhale’s Elementary Education Bill, introduced on 16th 
March 1911. 
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the age limit of employment will be raised by one year, as was proposed 
this morning by my Honlile friend Mr. Quin\ 

The Hon*ble Mr. Madge spoke of the corpse of my Bill being 
resurrected in this amendment, The expression used by him suggests 
a hope on his part that my Bill is dead. Well, we shall see about that. 
Sir, my object in brinfi^ng forward this amendment was to emphasize 
the necessity of the Gloyernment attending to this matter, and to 
present to the Council the view which I have submitted. That object 
has been attained by this discussion, and as the Qovermnent are 
unable to accept my amendment, I do not wish to press it. 

( The amendment was withdrawn. ) 


[ In the course of the claused-clause consideration of the BUI, 
Mr. B. N. Mudhdkat^ moved an amendment to clause 28. The amendment 
was designed to secure that in the case of mills working by daylight only, 
the hours of commencement and end of work might be varied according to 
the season, prodded the average work each day in a year did not exceed 
twelve hours a day and provided no one toorked more than 12^ hours on 
any one day. In giving his support to the amendment, Gokhale made the 
following remarks ; ] 

I beg to ^ppoit this amendment and I do so for two reasons. 
I think. Sir, that in the interests of the operatives themselves such an 
arrangement would be better than the one proposed by the Crovern- 
ment, of a rigid 12>hour day throughout the year. I am quite sure 
the pperatives themselves would prefer this arrangement because they 
would understand it better. Our operatives me too ignorant to under- 
stand time quite accurately; they do not carry watches with them, 
whereas in regard to sunrise and sunset those are broad fdots which 
everybody can understand. Therefore, in the hrst place, the daylight 
arrang^ent would be better from the standpoint of the operatives. 
Secondly, it is less liable to abuse. Abuse is possible only during three 
months when the days are longer than thirteen hours. If efficient 
inspection is exercised during that time, the evil of abuse will be 
reduced to a minimum. But for nine months in the year there is no 
question of any abuse, since there w6uld be no electric fittings, — and 
the Government should insist upon this, — and therefore no faotoiy 
working by, daylight can work for more than twelve hoiirs during that 
period even if ft wanted ta On the other hand, with electric fittings 
and a rigid 12-hour , day throughout the year, inspection will be 


1. see foot-note on p. t43. 


Z. see foot-note 1 on p. 259. 
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roquirad all twelve nwnths. For these reasons, 1 sai^port the amend- 
ment. 

( The amendment was pat and negatived. ) 


[ After aU the anrndmerda had been diapoaed of, the Commerce 
Member, Mr. Clark, moved that the BUI, aa now amended, be paaaed. On 
this mMon, Gokhale spoke aa follows : ] 

Sir, I wii^ to say a word before this motion is put to the vote. I 
wish to express my satisfaction that the batch of amendments, 
which the Hon’ble Mr. Birkmyre had given notice, have been 
withdrawn*. Those amendments all hung together, and one essential 
part of them was that the working hours of children should be 
extended from 6 to 6| hours. This was a most objectionable provision , 
and as the amendiments all hung together, I am glad that they have 
all gone. But, ap^ from that fact. Sir, the procedure that was 
adopted in announcing those amendments to this Council was open to 
serious objection. I think 1 may say that never before in the history 
of this Council has a private Member been permitted to announce his 
amendments in a set speech at a meeting of the Council What 
added to the curiousness of the whole thing was the blessing that the 
Hon’ble Member in charge of Commerce and Industry was at that 
time understood to pronounce upon those amendgients. The whole 
thing looked as though an arrangement was being come to between 
the Government and the jute industry. It was stated at that time 
that Mr. Birkmyre’s proposal of a 6 A M. to 7 P. M. day had never 
been brought before the Select Committee ; that it was a new proposal 
and that therefore it had to be announced in Council. Of course, the 
propose was technically new ; it had not been formally brought before 

■P 

1. Mr, Birkmyre. a representative of the jute industry, had been a member of 
the Select Committee. He wished to move certain amendments to the Bill, but 
instead of bringing them before the Select Committee, he banded them over to the 
Commerce Member on 29th February 1911 and the latter announced them in the 
Council on Ist March 1911. Mr. Birkmyre explained that these amendments had 
occurred to him too late to be considered by the Select Committee. One of these 
amendments would have made the hours of work 6 as m. to 7 p m. instead of 5-30 
a. m. Jto 7 p. m., and another would have increased the hours Ibr children from 6 to 

After announcing the amendments, Mr. Clark had said; **lt is of course 
impossible for the Government of India to express any opinion at the moment upon 
these amendments. It is unfortunate perhaps that they should have been put forward 
at so late a stage . . .but they have been clearly framed in a spirit of moderation and 
with a genuine desire for efifecting a settlement of this dilBoult. . . question. Govern* 
ment. . *will undertake that the whole matter shall be most carefully etamiued before 
the final stage of the Bill is reached,** 

Actually Mr» Birkmyre withdrew his amendments on 21st March 1911, 
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t>he Select Committee, because the Hon*ble Mr. Robertson^ hod made 
it quite clear that on that question the Qovermnent were not open to 
entertaining any proposals; otherwise, anybody could have suggested 
it, as it was the most obvious thing, the most natural thing, to propose 
that a day should begin at 6 instead of at 5-30 A. M. As a matter of 
fact, I did inquire why it was neoessaiy to have a total duration of 
13} hours, and the Honlile Mr. Robertson ezpiained that in Upper 
India it was the practice to stop for an hour and a half in the middle 
of the day, and, in order to provide for that hour and a half, it was 
necessary to begin at 5-30 A. M. and close at 7 F. M. However, all’s 
well that ends well. 1 am glad that the amendments have not been 
pressed and that the suspicion that some of us entertained has now 
teen dispelled. 

[ After OokhcUe’s speech, Mr. Clark pointed ttU ' that it un^ no! 
Mr. Birkmyre but / who announced the amendments ’, that in vieiv of 
Mr. Birkmyre's position and experience, his amendments were considered 
specially important ; that the Bill would have been delayed for a year if 
the amendments had been referred to another Select Committee ; and that 
he could not understand what there ums in his statement which led 
Ookhale to the conclusion that he intended to accept those amendments. ] 


1. aee foot-note on p. 178. 
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[ Oa 9th March 1911, Mr. J. L. Jenkins, the Vice-President, 
preying, Mr. Dadabhoy^ moved a Resdution in the Imperial Legislative 
CouncU recommending that “ in view of the continued depression in the 
Indian cotton industry, “the countervailing exdse-iiuti/ upon cotton goods 
manufactured in India be dmlished." Qokhale, in supporting the 
Resdution, spoke as follows : 1 

Conditions in 1911 Compared with those in 1895 

to 

Sir, 1 rise to accord my support to the resolution which my 
Honlrle friend Mr. Dadabhoy has moved, though I do so on grounds 
somewhat different to those on which he and some of the other 
speakers who have followed him have based their case. 1 approach 
this question, Sir, not from the standpoint of the representatives of the 
mill industry, but from that of a member of the general community. 
It is well known that when these excise-duties were imposed about 
fifteen years ago, there was a feeling of deep and universal indignation 
throughout the country, and this indignation was caused by four 
reasons. Those reasons have been well brought out by the Honlrle 
Mr. Dadabhoy in his able speech, and 1 will, therefore, refer to them 
only very briefly. The first reason was that the mill industry was at 
that time in a state of continued depression. The second liras that tlie 
industry had been hit hard, for the time at any rate, by the currency 
legislation of the Government. The third was that the duties were 
imposed not because the Government of India or the Secretary of State 
thought it desirable to impose them, but because Lancashire dictated 
that these duties should be so imposed ; and the Government of India 
made no secret that they were not a willing party to that transaction. 
Lastly, it was believed that the action of Lancashire in putting 
pressure on the Secretary of State, and through him on the Government 
of India, to impose those duties was due not to the fact that there was 
any real competition between Lancashire and India, but because 
Lancashire, already uneasy at the strides the mill industry had made 
in this country, wanted to hadicap that industry in regard to its 
further progress. It was well known that the imports from Lancashire 
were practically all of them of higher counts, whereas the production 
of the Indian mills was confined at that time to lower counts, and there 
was really no question of competition between the two. It was these 
reasons that lay behind the extreme irritation and sore feeling caused, 
when these duties first came to be imposed upon us. 


1. see foot-note 1 on p. 175, 



EXCISE COTTOK-DUTIBS 


389 

I think it is necessary now in the interests of a fair discussion of 
this question that we should consider if the position has in any way 
been modified, and, if so to what extent, in regard to these four 
oiroumstanoes. Taking the first circumstance, we find that there is 
again a depression in the mill industiy ; but it is necessary to remember 
that during the interval a great wave of prosperity has passed over 
the industry, and that makes some difference in the situation. As 
regards the currency question, I think thiiigs have had time to settle 
down on their new basis, and therefore the injury, which the currency 
legislation had temporarily done to the industry, cannot now be special- 
ly urged as a reason for removing the excise duties. The third reason 
remains in its full force, niz., that these duties were imposed at the 
bidding of Lancashire. That remains in full force, and whenever th^ 
circumstance is recalled to the public mind, there is even now a feeling 
of indignation experienced by the people of this country. Finally, the 
last argfument has lost some of its force — I think it is only fair to 
acknowledge that— because the Indian mills have now gone in for 
higher counts to some extent— though it is still a small extent only— 
and to that extent competition has come into existence between the 
productions of Lancashire and those of the Indian mills. Therefore, 
Sir, the position today is not exactly the same as it was fifteen years 
ago, and the question must be considered afresh, before we can tsdce the 
same stand that. wcMid fifteen years ago in this matter. I may men- 
tion that I myself more than once brought this question forward during 
Lord Ourzon's^ time in this Council and urged the reped of these 
duties ; but that was before the great wave of prosperity, to which 
1 have already alluded, passed over the industry— a wave that has to 
some extent modified the situation. 

Financial Aspect of the Dufies ’ 

1 think the question must be considered from two points of view : 
the first is the financial aspect, and the second the larger aspect of 
economic policy, including the question what kind of economic policy 
is good for India. Taking first the financial aspect of the case, it is 
necessary to bear in mind that all great authorities are agreed on this, 
that revenue duties must not be subjected to the rigorous canons of 
Free Trade. As my friend Mr. Dadabhoy pointed out, even Mr. Glad- 
stone-one of the greatest apostles of Free Trade and certainly the 
greatest statesman of the nineteenth century that England produced — 
complained of the application of Free Trade principles to this country 
in all their rigour and ‘ without a grain of mercy.’ Therefore, revenue 

1. IM foot-note on p. 97. 
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duties must not be judged by the standard by which ordinary protective 
duties may be judged. Again, as Mr. Dadabhoy has pointed out, we 
had at one time as high a range as 10 per cent, of import duties on 
cotton goods and yet they were then allowed to exist for revenue pur- 
poses without any question being raised about putting on a ccnrespond- 
ing excise. Looking upon the 3} per cent import duties on cotton 
goods, therefore, as purely revenue duties, the question may be consi- 
dered whether the 3| par cent, excise on cotton goods is necessary for 
our finances. Now, Sir, at the beginning, these excise duties produced 
about 10 or 13 lakhs of rupees only, which was a comparatively small 
sum. 1 find, however, that last ye£w they brought in about 4L lakhs 
of rupees, which is a considerable sum, and in view of the threatened 
extinction of the opium revenue, I do not think anyone would lightly 
propose that such a revenue as this can be sacrificed without a substi- 
tute being found for it. I think it is necessary to make that admission. 
At the same time, though the amount is necessary, I contend that it is 
possible to raise that amount in another way and a better way, and 
that, even from the financial standpoint, the duties are objectionable. 
1 contend, Sir, that the main burden of these duties falls on the poorest 
classes of this country. Normally the duties fall on the consumer; they do 
not fall on the producer, except in abnormal circumstances. The question — 
who pays— has latterly come to the front in connection with the Tariff 
Reform controversy in England, and one reads .many bewildering 
statements made from time to time. I, however, think. Sir, that the 
position which ordinary political economists occupy in this matter is a 
sound one, namely, that in normal circumstances a duty ultimately 
falls upon the consumer, whereas in abnormal circumstances it may 
occasionally fall on the producer. Sir, if it was the case that these excise- 
duties fell on the producers and not on the consumers, I would not 
stand up 'here to support their abolition today. My friend, the 
Honlile Mr. Dadabhoy, complained of the extreme depression of the 
mill industry, and several other Members have also spoken in similar 
terms. I think, however, that it is necessary to point out that, before 
this depression came, they had a spell of extraordinary prosperity ; 
pnmft of the concerns are reported to have made profits of about 30 and 
40 and even 50 per cent in a single year ; when, therefore, bad years 
come, we should not forget the good years that went before. If we 
take an average of good and bad years, I am not quite sure that there 
is such a strong case to urge for the abolition of these duties from the 
standpoint of the condition of the industry. Except in such abnormal 
times as the present, I think it is absolutely clesff that the duties fall 
not on the producer, but on the consumer, and the consumers of the 
rougher counts am the poorest of the poor. Therefore, the bulk of the 
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duties is drawn from the pookets of the poorest of the poor, and as such 
they are a most objectionable impost, and should be done away with. 
As regards the loss of revenue which will ensue, I have a proposal to 
make which 1 will make before 1 resume my seat. So much about the 
financial aspect. 

Free Trade vs. Proteciion 

Coming to the larger aspect of Free Trade verms Protection, 1 
would like briefly to state my position in this matter. I may say at 
once that by conviction 1 am not an upholder of Free Trade in all 
countries and at all times. Free Trade can no more prevail universally 
at present than any other noble ideal, for instance, the brotherhood of 
man. While the Great Powers of the West are preaching the brother* 
hood of man for one day in the week, they are practising scHue other 
faith for the remaining six days, and their armaments are going up 
everywhere. In the same way Free Trade for all countries may be aU 
right in theory, but it will be a long, long day before we shall have it 
in practice everywhere. And till that time comes, every country must 
take care of its economic interests in its own way. Now, Sir, most 
countries have adopted Protection as their economic policy. It is, 
however, necessary to remember that there are two kinds of Protection, 
the right kind and the wrong kind. The right kind of Protection is 
that under which >the growing industries of a country receive the 
necessary stimulus and encouragement and support that they require, 
but under which care is taken that no influential combinations, preju* 
dicial to the interests of the general community, come into existence. 
The wrong kind of Protection, on the other hand, is that under which 
powerful influences and combinations and interests receive assistance 
to the prejudice of the general community, the general taxpayers of 
the country. And I believe that the right kind of Protection, if available, 
will do good to India. But, Sir, situated as India is, I fear there is no 
likelihood of that kind of Protection being available to us ; and it is my' 
deliberate conviction that, in our present circumstances, a policy of 
Free Trade, reasonably applied, is after all the safest policy for us. If 
the Government of this country were conducted in accordance with the 
wishes and the opinions of the people, not merely as imagined by the 
(Government of India, but as ascertained by means of a constitutional 
machinery existing for the purpose, then of course the situation would 
be a different one. In the self-governing colonies, where they are able 
to impose protective tariffs ( and, in fact, every colony has Its huge 
tariff wall, as we all know ), the Government is carried on in aocord* 
ahoe with the wishes of the people constitutionally ascertained. 
Where that guarantee exists, it may be assumed that the taxpayers of 
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the oountry aro able to take care of their own interests and further 
that they are able to influence the decisions of the Gk)vemment But 
situated as we are today, we are entirely dependent on the Qovernment 
of India, and more even than the Government of India, on the 
Secretary of State for India in G)unoil, in this matter, as they have 
all the power. We may offer observations, we may criticise the action 
of the Government in this country, but we are a long way yet before 
the government of the oountry is carried on in accordance with our 
wishes, constitutionally ascertained ; and until that state of things 
arises, until, at any rate, we grow so strong in our influence and our 
position in this Council that the Gk)vernment will think it necessary to 
accept and act on our views, I really think that, on the whole, a 
policy of Free Trade, reasonably applied, is the safest policy for this 
oountry ; otherwise influential interests, influential combinations, 
influential parties in England, who can have ready access to the 
Secretary of State, to whom we have no such access, will not fail to 
take the fullest advantage of the situation ; and this huge engine of 
protection, which is a vast power, will be employed, not in the interests 
of the people of India, but in the interests of those parties. That being 
BO, I do not think we should go in for the advocacy of protection, as 
such, in the present state of the country, and I for one, will not be a 
party to such advocacy. I do not therefore join in the plea that the 
abolition of excise duties would be a measure of protection to the 
Indian industry and that the Government should accede tp it on that 
ground. But, independently of that, we have a strong case for urging 
that these duties should be abolished. 

One word more I would say before I come to the concluding part 
of my remarks, and it is this; that in this matter of securing the right 
kind of protection, there is really not much to choose between the two 
parties in England. The Liberal Party is, of course, committed to Free 
Trade openly ; Tariff Reformers appear to favour a policy of proteo* 
tion ; but it was made abundantly clear, in the course of the last but 
one election, by prominent members of the Tariff Reform Party— Mr. 
Bonar Law, Lord Curzon and, if 1 remember right, even Mr Balfour— 
that, while they would like to have Tariff Reform as England’s policy, 
they would insist on keeping India in bondage, so far as her fiscal policy 
was concerned It is true that in one of the leading Conservative papers 
in England, the Morning Post, some striking contributions have 
recently appeared, favouring a policy of fiscal independence for India ; 
but, before we reach that independence, we shall have to traverse a good 
deal of ground, and for the present, at any rate, I do not regard the 
piestion as within the pale of practical politics. 
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I now come to the proposal wljiich I wish to make. I suggest that 
the excise duties should be limited to the higher counts only, in regard 
to which there is competition between England and India. Roughly, I 
may say that all counts below 30 should be exempted. That would 
mean the abolition of the bulk of the excise-duties. Such abolition 
would be a just measure of financial relief to the poorest of the com- 
munity. To make up for the loss thus occasioned, I suggest that the 
import duties on cotton goods be raised to 5 per cent. , the countervail- 
ing duty in India, limited to counts above 30, being also raised to 5 per 
cent, at the same time. You will then not sacrifice any revenue. 
Taking the imports of cotton goods at, say, 30 millions, an increase of 
li per cent, in the customs duty will mean about £300,000 or Rs. 45 
lakhs more to the exchequer, and that would be more them 41 lakhs 
reedized from the excise-duties last yeeu*. Besides you will have in 
addition a five per cant, excise on all counts above 30 b produced in 
the country. There will thus be no loss and probably some gain 
to the finances of the country by this course. With these observations 
1 beg to support the resolution. 


( The resolution was rejected, 20 voting for and 32 against ). 
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I On 9lh March 1911 Mr. J. L. Jenkm, the Vice-Preaidetif, 
prmaing, Mr. Malaviya^ moved a ResdtiUon recommending that “ the 
dtUy on imported sugar be so raised as to make it possible for the 
indigenous sugar industry to surmve the competition to which it is at 
present exposed Qokhale, in moving an amendment to th-i Resolution, 
spoke as follows : ] 

Sir, I beg to move the following amendment to the resolution 
which my Hon’ble friend has proposed : 

That tUs Counoil reoommends that the Qorernment should order an inquiry 
by a Ooinmittee of oompetent persona into the present condition of the suerar 
industry in India with a view to asoertaining what action oan and should be 
taken by the State to save the industry from the threatened ruin. 

Inquiry Before Any Profedive Adion 

Sir, 1 would like to state at the outset that my amendment is a 
friendly amendment to the resolutioa My Hon’ble friend has proposed 
that the Government should so raise the duty on imported sugar as to 
enable the indigenous sugar industry to survive the competition to 
which it is at present exposed. A very small calculation will show that 
for this purpose a duty of not less than 30 to |,0 par cent, will be 
required, and possibly even a higher rate may have to be imposed. It 
depends on what kind of sugar you want to protect from the com* 
petition of foreign sugar. If it is the sugar manufactured by factories 
worked by foreign methods, the duty will have to be about 40 per cent. 
If, however, it is the sugar manufactured by indigenous methods, then 
the duty will have to go higher, and may have to be as high as 80, 90 
or even 100 per cent. Therefore, without expressing an opinion on the 
proposal made by my Hon’ble friend, I suggest an enquiry into the 
condition of the industry —and my Hon’ble friend will himself recognize 
the desirability of this— before his proposal is definitely considered by 
the Gh>vemment. What I urge is that the Ch>vernment should appoint 
a C ommi ttee of competent persons connected with the industry as also 
representing the Government and the public to thoroughly investigate 
the condition of the industry, and to recommend what action may be 
reasonabbr expected from the State, and should be te&en by the State. 
Sir, there is no doubt whatsoever that the sugar industry is in a very 
bad way and that the decline is progressiva There is also no doubt 
that the imports, especially of Java sugar, have been going up by 
letgw and bcninda In ton years they have risen from a value of about 
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£170,000 to over 4 millions, 1 think these figures are sufiioient to show 
what enormous quantities of Java sugar are now coming into tiie 
country, and to what serious competition the sugar manufactured in 
India is exposed. 

Help without Prejudicing Free Trade Principles Favoured 

Sir, the great German economist, List, points out in one place 
what happens when a country like India comes into the vortex of 
universal competitioa He says that when a country, industrially 
backward, with antiquated methods of manufacture, dependent largely 
on manual labour, comes into the ‘vortex of universal competition- 
competition with countries which use steam and machinery and the 
latest researches of science in their production — the first effect is to 
sweep off local industries, and the country is thrust back on agricul- 
ture and rendered almost entirely agricultural for some time. But 
then, here, he says, comes in the duty of the State. When such a 
situation is reached, the State, he says, should step forward, and by a 
judicious system of protection it should foster such industries as are 
capable of being fostered, so that the country may once again enter 
on its industrial path with the aid of the latest appliances and ultima- 
tely stand successfully the competition of the whole world. Now, Sir, 
as I pointed out this morning, if we had a potent voice in the admini- 
stration of tiiis.ooifhtry, I certainly would strongly advocate that the 
Government of India should follow this advice of List ; but as things 
are, for a long time to come this will not be practicable, and as 
practical men, we must accept the situation and make the best of it. 
Personally, therefore, I think that for the present we should ask the 
State to give only such help to the industry as it can, without running 
counter to the principles which are at present in the ascendant in the 
administration of this country — I mean free trade principles. Sir, I 
stated my opinion this morning that I was not sorry that the policy 
of the State today is a free trade policy ; it is the leeuit harmful, it is 
the safest, and till we are stronger I should not like to see it change. 
If the Government of India or the Secretary of State had the power to 
grant protection in the present circumstances, I am not sure that it 
would be emplc^ed in the best interests of the people of this country. 
I, therefore, personally do not ask for a high protective tariff ; but I 
urge that an enquiry be first made to find out in what way and to 
what extent the State can help this industry. 

Sir, at the Educational Conference which was held the other day 
at Allahabad, under the chairmanship d the Hon’ble Mr. Butler^ tills 


1. Member for Edacation, Goverameat of ladia, at the time. 
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question of the present condition of the sugar industry came up for 
consideration in connection with the subject of technical and scientific 
^ucatlpn. And my Hon’ble friend Mr. Mudholkar* matde at the 
meeting a number of valuable suggestions, and there was a represent- 
ative of the sugar industry from the United Provinces, who also stated 
what ihe difficulties of the industry were which required to be overcome. 
It was a most interesting discussion, and I have no doubt that Mr. 
Mudholkar, who will probably take part in this debate, will state here 
what he stated to the Conference. It seemed from that discussion that 
there was a great deal that the Government could do for the industry 
even if it did not impose a high protective tariff ; in the matter, for 
instance, of making the services of expert chemists available, in the 
matter of the terms on which land may be held, in the matter of irriga- 
tion and other facilities, and so fortL I therefore suggest that a 
Committee should be appointed to investigate the condition of the 
industry and consider what assistance the Government may give in 
order that the industry may be saved from the threatened ruin. The 
Committee may also be asked to report if any protective action can be 
taken by the State, and if so, what that action should be. 

Culiivafor Musi be Safeguarded First 

Sir, I think it necessary to point out that in any scheme of protec- 
tion that may be proposed by anybody, three questions* asrise, which 
must bo carefully considered. The first question is, what will be the 
difference to the cultivators if a high protective tariff is imposed, and 
by its means they are kept to their present cane cultivation ? And 
how will they faro if the cane cultivation is allowed to go out, as it is 
steadily going out at present ? We find from Mr. Nool-Puton's* recent 
pamphlet qp the subject that during the last nine or ten years the area 
under cane has diminished by more than 8 per cent, and that the area 
under other crops has correspondingly increased by more than 8 per 
cent This shows that the area vacated by cane has been occupied by 
other crops. The question therefore arises : how the cultivators have 
fared under this change. If it is found that the going out of the cane 
and the coming in of other crops have injured the cultivators, it will 
be a strong argument in favour of the State doing something to 
prevent this substitution taking place. If it is found, on the other 
hand, that the Bubstitution has not injured the cultivators, then, so far 
as the cultivators are concerned, the plea for protection loses a great 
deal of its force. The Hon’ble Pandit Madan Mohan Malaviya read 

1. see foot-aote i oa p. 259. 
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an extract frwnaf speech by a Lieutenant-Qovemor* of the United 
Provinoes, in which a distinct opinion is expressed that the substitution 
of other crops would injure the cultivators. If that is so, that would 
be a strong argument in favour of the Government doing nramothing 
to prevent such an injury to the cultivators; and this is the first 
question that must be considered in connection with this matter. 

Duly will benefit Manufacturers and hit the Poor 

The second question is ; supposing that a duty of 30 to 40 per cent, 
is imposed, on whom will it really fall ? Roughly speaking, Sir, I look 
at the question in this way. The pcprest classes of this country hardly 
ever use sugar ; they use what we call gur or jaggery. We will assume 
that all those whose annual income is less than Rs. 100 generally use 
gur or jaggery, and that persons above that limit use sugar, using it 
in greater and greater proportion as you go up. We will further say 
that to those whose income exceeds Rs. 1,000 a year, it will liot much 
matter if the price of sugar is raised by 30 or 40 per cent. There 
remains the class whose income is between these two limits of Rs. 100 
to Rs. 1,000 a year — a class that undoubtedly uses sugar and is inte* 
rested in having it cheap. It is a very numerous class, and it would 
undoubtedly be hit hard by an increase in the price of sugar. Members 
of this class use sugar in large quantities not only on ceremonial and 
festive occasions, but ordinarily ; and the bulk of whatever extra duty 
is imposed willuorn'e out of the pockets of this class. Now, a 30 per 
cent, duty on Java sugar means — the last imports being four million 
pounds or six crores of Rupees — very nearly two orores. A duty like 
that will therefore take two orores of rupees out of the pockets (A this 
poor class; and, if the cultivators fare neither better nor worse, 
whether they grow cane or other crops, then the only result of the duty 
will be that this sum of two orores will go to so raise the prqfits of the 
manufacturers in India as to enable them to remain in the industry. 

And this directly brings us to the third question : who will really 
benefit by a 30 or 40 per cent, duty ? I have already observed that a 
30 or 40 per cent duty will not suffice to bring the old indigenous 
portion of the industry within the line of protection. The factories 
that will receive the protection are those run on European lines, and 
it is no use disguising the fact that most of these factories are in 
European hands and their profits go to Englishmen. Sir, I do not 
grudge to any Englishman a single penny of the money he may 
legitimately make ; but I think it is a fact, which must be fairly and 
squarely faced, that by a 30 per cent, duty on sugar we shall take two 

1. see foot-note 1 on p. 124. 
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ororeB out of the pockets of a poor class whose earnings are between 
Bs. 100 and Bs. 1,000 a year, and we shall transfer this sum pnuitioally 
to the pockets of English manufacturers of sugar in the country. 1 
do not mean that they will thereby realise any large profits in the 
industry— probably you will by means of the duty just enable them to 
nmain in the industry ; without this bonus, they may have to abandon 
the industry and devote themselves to something else. But even if 
the manufacturers realize no more than ordinary profits, the question 
must be considered : is it just that a sum of two crores should be taken 
out of the pockets of a poor class and put into the pockets of the 
manufacturers, to enable them to realize ordinary profits and keep up 
the industry ? Sir, I only suggest* these points, which strike me as 
serious, for consideration. I think these questions require to be 
carefully considered before any action is taken on the lines suggested 
by my Hon’ble friend. I am not necessarily against all protective 
action by the State But 1 strongly hold that every proposal of protec- 
tion must be judged upon its merits, and it is for this reason that I 
Bugcgest this enquiry. With these words. Sir, I move my amendment. 

( The amendment wtis accepted by Pandit Malaviya, but when 
put to the vote, was rejected, 13 voting /or and 33 against . ) 
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I On S8rd FAruary 1918^ Mr, Dadabhoy^ moved a Reaolittion in 
the Imperial LegislaUve. Council recommending that the minimum cf 
income asaesaable to the IncomHax he raised to Rs. ItHOO a yean Ookhale 
made the following speech on the occasion : ] 

Mr. Dad^bhoy's Resolution Inopportune 

My Lord, I agree with my Hop’ble friends Mr Subbd and 
the Maharaja of Burdwan^ that the Hon’ble Mr. Dadabhoy haU not 
selected an exactly opportune moment for the discussion of this 
question. Not only are We on the ere of the extinction of our opium 
revenue, but even taking the date on which this discussion comes up, 
we are now only within a week of the introduction of the next Finan- 
cial Statement. I think it would have been much more convenient if 
the discussion had taken place at any rate after the Financial State- 
ment had been introduced, because then we should have known exactly 
how we were likely to stand next year. My Lord, a definite proposal 
for a remission of taxation can at any time be justified only on two 
grounds : first, that the condition of the finances of the country is so 
prosperous that some sort of remission is possible ; and secondly, that 
there is unquestionable hardship caused by a particular impost Now 
as regards the first, vie., the condition of our finances, I think its 
prosperity is a matter which is open to very serious doubt. Only the 
year before last, the Hon’ble Finance Minister* imposed fresh taxes on 
the country, because, in his view of things, the revenue then raised was 
not sufiioient for the requirements of the State. It is true that last 
year there was a surplus, and possibly, owing to the extraordinary 
circumstances of the year that is about to close, there will be another 
surplus announced next month. But to determine if a margin of 
revenue over expenditure is available so as to remit taxation, we must 
take a larger view of our finances than what would be obtained if we 
confined our attention to one or two years only. Very probably in 
1913, if the opium-revenue is really extinguished, our finances will 
pass through a very trying time. 1 do not think, therefore, that any 

1. see foot-note 1 on p. 175, 
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proposal involving remission of taxation should be seriously considered 
by this Coancil until we know where we stand so far at least as our 
opium-revenue is concerned. 

But apart from that, there is expenditure, and large expenditure, 
required in various directions. There is the question of mass 
education to which an Imperial grant of 50 lakhs a year hsis 
already been promised, and which, I hope, will grow more and more as 
year follows year. There is also the necessity of providing money for 
sanitation, and then I think one of the great needs of the country is 
that there should be larger grants-in-aid regularly made to Local 
Bodies to enable them to perform their work satisfactorily. I think, 
therefore, that even if it is found that a surplus of revenue exists over 
the expenditure of the country when the next Financial Statement is 
introduced, there are so many directions in which that surplus could 
be usefully spent, and remission of taxation is not the only form in 
which it can be employed to the advantage of the people. 

No Justification for Proposed Relief 

But I will put these considerations aside, and take up the other 
question, viz., whether this impost causes an unquestionable hardship 
to the ckiss for whom my HonTile friend Mr. Dadabhoy has spoken to- 
day. Now, my Lord, there is no doubt that, from*bneipoint of view, 
all imposts are burdensome. If every tax is to be discussed solely 
from the standpoint of those who pay it, I do not think that there will be 
any tax which will escape Eidverse criticism. But the State has to 
look at it from another standpoint. The State has to look at the whole 
scheme of taxation, first, from the standpoint of its own necessities, 
and, secondly, from the standpoint of the comparative ability of the 
different clhsses to pay their particular share of the total revenue 
raised from the community. Now, judged by this standeud, I really do 
not think that the class for which ray Hon’ble friend seeks a remission 
has any substantial grievance. It is true that our minimum taxable 
limit is Bs. 1,000 a year, whereas in England, as my friend has 
pointed out, it is £160. But we must take into account the different 
money-values in the two countries— a point which Mr. Dadabhoy has 
ignored altogether. From that point of view a man who earns a 
thousand ruiiees a year here is really better off than one who earns 
£160 in England. My Hon’ble friend’s chief argument in favour of 
his motion is the rise in prices that has taken place since 1903. It is 
tiiie that there has been a serious rise in prices in recent years, and 
that must hit hard every buyer of commodities. But have the 
necessities of the State diminish^ ? If not, how can the burden of 
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taxation be Toduced merely because prices have risen ? Agrain, if there 
is a real surplus, which can be devoted to a reduction of taxation, 
which class is most entitled to relief ? These are the questions which 
have to be considered, but which my Hon*ble friend has not considered. 
He compares .present prices with those of 1903. But he takes no 
account of the remissions of taxation which have been made since 1903, 
and from which the class for whom he has spoken has benefited along 
with other classes. Thus the salt-duty, which was two rupees a mannd 
in 1903, has been reduced by two successive remissions to one rupee a 
maund and this fact must be taken into account in making a com- 
parisoa My friend has quoted aq extract from Lord Gurzon’s* speech, 
claiming that Lord Ourzon promised to raise the minimum limit of the 
income-tax to a higher figure when the circumstances of the country 
permitted it. Now I was in the Council at that time, and I am quite 
sure that that was not the idea present in Lord Curzon’s mind. Wliat ' 
he had in his mind was tliat the salt-duty would be further reduced, 
and that promise has been liberally carried out by the Government by 
two further reductions. 

Poorer Classes More Heavily Taxed Than Others 

In judging of the comparative ability of different classes to pay, 
the point to be really considered is whethw the scheme of taxation, 
taken as a whole, hits any one class harder than any other class. Now 
from that standpoint 1 have no hesitation in saying— and I have urged 
this view again and again in the Council— that the poorer classes of 
this country bear really a larger burden than the class to which my 
Hon’ble friend has referred or the classes above them. The upper and 
the middle classes of the country contribute really much less to the 
Exchequer than our poor classes relatively to their resources. We 
have only to glance at the various heads of our principal«eveime to 
sea that this is absolutely correct. Our revenue is mainly derived from 
land, salt, excise, ( opium I will leave out, as the opium-revenue is 
contributed by the foreign consumer ), customs, stamps, registration, 
assessed taxes, forests and provincial rates. Now the land-revenue 
— in raiyatwari tracts at any rate— is largely contributed by very poc» 
people. It is an open question whether this revenue is rent or tax. 
My own view is that it is partly rent and partly tax. And to the extent 
to which It is a tax, its burden in raiyatwari tracts falls on very poor 
people. Then take salt. The burden of salt-revenue falls the heaviest 
on very poor peopla Of course every class consumes salt, but the bulk 
of it is consumed by the masses of the people. It is the same thing 
with excise-revenue ; the bulk of the excise-revenue comes fr(xn the 


1, see foot-note on p. 97. 
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pockets of very poor people. The class for whom my friend has spoked 
does not use country liquors and therefore it pays nothing to the State 
under the head of excise. Then under stamps nnd registration, the 
poorer classes contribute, relatively speaking, much more than the 
class whose annual income is between one thousand and fifteen 
hundred rupees. Under customs, too, the poorer classes bear their 
share of the burden, though here probably the classes above them 
contribute more. Under forests, they have to pay for their fuel and 
the grazing of their cattle. It is only the income-tax from which they 
are free, but taking the whole scheme of taxation, I maintain that their 
share of the burden is relatively much heavier than that of the middle 
and upper classes. No clear case, therefore, has been made out for giv- 
ing special relief just now to the class mentioned by Mr. Dadabhoy. 

Some Improvements in Working Suggested 

There are, however, one or two suggestions which have come from 
my Hon’ble friend with which 1 am in agreement. I think that while 
the minimum taxable limit might be kept at Rs. 1,000, the principle of 
abatement should be introduced into this country. It is a just principle 
and is found in operation in many civilized countries ; and I think it is 
only just that there should be some abatement granted to those who 
are just above the minimum limit. 1 think those whose incomes are 
between Bs. 1,000 and Rs. 1,500 or Rs, 1,000 to Rs. ;2,000 should have 
some reduction made as regards the amount on*'whkslr the tax is 
assessed. Then I also agree that in the case of joint stock com- 
panies or those who have an income of Rs. 50,000 a year, there might 
be a little higher rate of taxatioa I do not think that that will hit 
anybody much, but will make up to some extent for the loss that will 
be occasioned by the granting of abatements in the case of those 
whose incoipes are between Rs. 1,000 and Rs. 2,000. I also agree with 
my friend the Hon’ble Mr. Subba Rao that the chief grievance in con- 
nection with the income-tax is the manner in which the tax is 
collected. The assessments are notoriously haphazard, and there is no 
real relief in the shape of appeals, as they are now heard. Some better 
machinery hM got to be devised in order to give relief to those— and 
their number is large— who suffer from the vagaries of the assessing 
offioers. If that were done, and if the principle of abatement were 
introduced with a higher rate for those who are above a'oertain 
limit, I think the requirements of the situation would be largely met. 

( Mr. Dadabhoy ’s resolution was put and rejected, ) 
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I On 23rd February 1912 Ookhale, in moving a ReaoliUUm in the 
Imperial Legislative CcuncU recommending that all avaHahle papers and 
correspondence relating to Lord Inchcape's^ inquiry be laid on the table 
of the CmncU, spoke asfolloiDs : J 

My Lord, 1 beg to move 

That this OouDcil reoomm€Dds to the Goveraor-Oeneral io Couooil that all 
papers and oorrespondenoe relating* to the appointment of Lord Inohoape to 
conduct his present inquiry into the Railway Administration of India, which 
may be in the possession of the Government of India» be laid on the table of 
the Council. 


No Authorilafive Information Available 

Hon’ble Members have no doubt read in the papers that last 
month an inquiry was held here into certain matters connected with 
the Railway Administration of this country by Lord Inchcape, with 
the assistance of a Oonference attended by the Chairman of the 
Railway Board and other oiScers of Government on the one hand and 
by the Agents and some of the Directors of the several railway com- 
panies on the othdi* hand. Now there are several points connected 
with this inquiry which appear to be shrouded in obscurity and need 
clearing up, and my object in bringing this question before the Council 
today is to invite the Government to throw what light they can on 
those points. One unfortunate circumstance connected with this affair 
is that the public have been left to pick up what information they 
could entirely from unofficial sources, from articles and paragraphs in 
newspapers. From beginning to end there has been absolutely no 
official statement of any kind on the subject. Towards the end of last 
year, a paragraph went the round of the Press, and that was the first inti- 
mation we had of this inquiry, that Lord Inohoape was coming out to 
India this cold weather to look into certain matters that had arisen 
between the Railway Board and the Railway Companies. As, however, 
there was no official announcement of the appointment, many of us 

r. Sir J amts Maekasti l^let Earl of Inohoape) {IS5Z-193Z), President. Bengal 
Chamber of Commerce (1890-93) ; member, Bengal Legislative Council, (1891-93) ; 
Senior Partner in the firm of Mackinnon Mackenzie and Co.; thrice President of 
the U. K. Chamber of Shipping ; member, Council of India, (1897 1911) ; member of 
the Committee of Imperial Defence, (1917) : member of the National Economy 
(Geddes) Committee; chairman, Indian Retrenchment Committee (1922-23); 
created Earl ( 1929 ). 
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naturally bought that the paragraph only represented an attempt on 
the part of some clever journalist to anticipate events, intelligently or 
otherwise. At the beginning of this year, however, we were told again 
by the newspapers, that Lord Inchcape had actually arrived, and later 
on that he had set about making arrangements to hold his inquiry. 
Then we saw— this too in the papers — that a Conference was held, to 
which 1 have already referred— a Conference at which the Hon’ble Mr. 
Clark^ was present as an interested visitor and which was attended by 
the Hon’ble Sir James Meston^ with a sort of a watching brief on 
behalf of the Finance Department. Finally, my Lord, we learnt 
yesterday from the newspapers that Lord Inchcape had completed his 
labours and was going to submit his report to the Secretary of State 
by last evening’s mail. 

Now the first question that arises in this connection is, why was 
no official statement ever made at any stage of these proceedings on 
this subject ? Gtovernment very rightly issue Press notes now on many 
matters, either to supply information or to remove misapprehensions. 
Only the other day a Press communique was issued by the Education 
Department, correcting a misstatement that had found its way into 
the columns of the papers, that out of the 50 lakhs of Imperial grant to 
Education announced at Delhi, 12 lakhs had been assigned to Bombay. 
If it was thought necessary to set right a misstatement of that com- 
paratively minor character by means of a Press com^raunique, I really 
do not understand why no Press communique was everlsshed on this 
subject of Lord Inchcape’s inquiry. It cannot be said that there was 
no Eidverse criticism on the subject in the Press. So far from that being 
the case, many Indian newspapers, and at least two Anglo-Indian 
papers, the Indian Daily News of Calcutta and the Times of India of 
Bombay, had passed very strong criticism on the whole proceeding, 
the criticism of the Times of India being the most direct and the most 
powerful My first question, therefore, is why was no official state- 
ment of any kind issued at any time on the subject so as to prevent 
or remove misapprehensions in the public mind ? 

My second question is, what was exactly Lord Inchcape’s 
position in this inquiry ? It has been suggested— I have seen it in the 
papers, 1 think it was in the Indian Daily News — that Lord Inchcape 
had come out to this country as a sort of a plenipotentiary from the 
Secretary of Stats’ : and the Times of India spoke of Lord Indiofqpe's 

1. Member, Commerce and Industry, at the time, 

2. aee foot-note on p. 162. 

3. Marquess of Crewe (1858-1943), Lord-Lieutenant of Ireland, (1892-95) ; 
Leader, House of Lorda ( 1908 ) ; Colonial Secretary, ( 1908 ) : Secretary for India,. 
( 1910-15 ) : British Ambassador in Paris, ( 1922-25 ). 
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' mlBsion ’ in connection with railway matters. The impression left 
on my mind, after carefully reading what has appeared in the papers, 
is that Lord Inchcape undoubtedly came with a large and undefined 
discretion, the terms of reference not being fixed and the scope of 
inquiry not being settled beforehand. Now I want to know if this is 
true, and if so, whether any representation was made by the Govern- 
ment of India to the Secretary of State in regard to this matter. 

Indian Government Ignored by Secretary of State 

The next question that arises is, if Lord Inchcape really came out 
like this with an unfettered discretion, what was the position o^ the 
Government of India in the matter ? No one recognises more than I 
do the importance and necessity of Parliamentary control over Indian 
affairs, and that control, we all see, can be exercised only through the 
Mini.ster who is responsible to Parliament for India. And no one 
questions the Secretary of State’s competence to order an inquiry in 
regard to any affair connected with the administration of India. 
What X contend however, is that such inquiry must be through the 
regular channel. If a Royal Commission is appointed, the Commission 
would necessarily report to the King; but if a Committee is appointed 
or an individual deputed to make any inquiry, it is only right and 
proper that the report of such a committee or individual should be 
submitted through the Government of India. If what we have read 
in the papers be true, namely, that the report of Lord Inchcape has been 
sent direct to the Secretary of State, I wish to ask why this clearly 
irregular procedure has been adopted; also if there has been any pro- 
test against this on the part of the Government of India as a whole — 
for the procedure adopted is calculated to lower the Government of 
India in the eyes of the people — or on the part of the Industry and 
Commerce Department, or on the port of the Finance Department. 
I can call to mind three instances where individual experts selected 
by the Secretary of State came out to this country to advise the Govern- 
ment, But they were appointed either at the instance of the Govern- 
ment of India or in consultation with that Government. Thus Sir 
Hamilton Frere-Smith came out to inquire into the condition of 
factories ; Mr. Robertson came out to inquire into our Railway Admi- 
nistration ; and Mr. Newlands came out to inquire into the working of 
the Telegraphs. But in all these cases, though the appointment was 
made by the Secretary of State, it was made either at the instanc** of, 
or in consultation with, the Government of India; and these individual 
experts submitted the results of their inquiry to the Government of 
India in the first instance, which the Government of India then fdr- 

0.-44 
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warded to the Secretary of State, as they always do in all important 
matters. I believe the forthcoming inquiry by Sir William Nicholson V 
Committee will also proceed on similar lines, and the report will be 
submitted through the Government of India and not to the Secretary 
of State direct. If the Secretary of State is to send out an officer of 
his own or a private individual — and Lord Inchcape is only a private 
individual now — to make an inquiry into matters of administration, 
independently of the Government of India, and if the results of such 
inquiry are to be communicated direct to him, I must say that this 
would be a dangerous innovation, opening the door wide to serious 
complications, and unless a imitost is made in time both by the Gov- 
ernment of India and by this Council against proceedings of this 
character, I am not sure that harm — and serious harm — will not be 
done in future even if no harm has been done in the present case. 

Taxpayer’s Interests Neglected 

My Lord, there is one more point in this connection, about which 
I wish to say a word. It is a matter of common Vnowledge that the 
relations between the Railway Board and the Railway Companies have 
not been very smooth for the past two or three years, because the 
Railway Board has tried to tighten its control over the Railway 
Companies mainly in connection with the growth of working expenses. 
Well, the Railway Board in its turn has responded to pressure put 
upon it, first, by the Finance Department, and secondly, by the criti- 
cisms that have been offered here by non-official Members in the matter. 
I rejoice that the Railway Board is now exercising a firmer control 
over the Companies, and I earnestly hope that it will become even 
more stringent in the future. If, however, such control is felt to be a 
grievance by the Companies, the proper way to deal with the grievance 
is to orddS" a regular inquiry into it. One cannot help thinking — and I 
base myself only on what has appeared in the papers — that the power- 
ful Railway Companies, with their influential Directorates, and their 
cwnparatively easy access to the Secretary of State in London, have 
succeeded in inducing the India Office authorities to send out Lord 
Inchcape so that matters might be made easier for them. Of course I 
have no official authority for making this statement, because nothing 
is known authoritatively, but this is the impression left on my mind 
by all that has appeared in the papers on the subject. Now, in a matter 

1. William Gustavus Nicholson (Baron Nicholson of Roundhay)^ 
( 1845-1918), Field-Marshal; Military Secretary to Lord Roberts, Commander- 
In-Chief in India, ( 1890-93 ) ; Chief of Staff, Tirah Expedition, ( 1897) ; Director of 
Military Operations at the War OfBce ( 1901 ) : Chief of the Imperial General Staff, 

( 1908) ; chairman of commission to inquire into Indian army expenditure. 
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of this kind, it is not the interests of the Companies only that have to 
be considered, but the interests of the taxpayers also must be taken 
into account, and the interests of the taxpayers are represented in this 
controversy first by the Finance Department and next by the Railway 
Board. 

Moreover, it cannot be said that Lord Inchcape is an expert in 
matters of railway administration. As a matter of fact, in that 
respect we have at the head of the Railway Board a gentleman, with 
almost ideal qualifications, one who was an Agent of an important 
railway and is now a trusted officer of Government responsible for 
spending its money economically. However, whatever may be thought 
of the necessity of inquiry into the matters at issue between the Railway 
Board and the Railway Companies, I feel bound to say that such 
inquiry should not have been entrusted to Lord Inchcape. My Lord, I 
refer to this aspect of the question, because an important point of 
principle is involved in it. Lord Inchcape is the senior partner of a 
big commercial house in this country, having extensive dealings with 
Railway Companies. Of course everybody has the highest respect for 
his Lordship personally ; after a most distinguished career as a business 
man in India, he retired to England, and there he was for a number of 
years a member of the Secretary of State’s Council ; he has served the 
State in various capacities with conspicuous ability, and his services 
have raised liim to his present eminent position. No one will for a 
moment suggest that such a man is likely to be influenced in the 
recommendations that ho would make by his business relations with 
Railway Companies ; but there is such a thing as an unconscious bias 
from which even the most eminent of men are not free, and it is casting 
no reflection on Lord Inchcape to say that, as a great business man, he 
is apt to be more impressed by the importance of increasod railway 
expenditure and the difficulties of Railway Companies than by the 
necessity for those safeguards which have been devised by the Finance 
Department and by the Railway Board to ensure economic admini- 
stration. If his recommendations, therefore, result either in relaxing 
the control of the Railway Board over the growth of working expenses, 
or in increasing the annual budget of capital expenditure on railways, 
this Council will certainly have very serious cause for complaint. 
There is thus room for very real anxiety in the public mind as to what 
the whole of this proceeding will lead to, and I have brought this 
motion before the Council in the hope that papers will be laid on the 
table and all doubts cleared up in the matter. 



348 


IMPE&IAL LEQlBIATlVE COaDClL 


I Mr, Clark, speaking for the Government, explained that Lord 
Inchcape had not come out to conduct ‘ so large a matter as an inquiry 
into the whole railway administration of the country,' but that cerUiin 
gue^ions had been outstanding between the Railway Board and the 
SaUvxxy Companies, and it seemed to the Secretary of State that these 
should be dealt with in an informal conference rather than by correspond- 
ence which is apt to be prolonged. 

Replying to the debate, Ookhale spoke as follows : ] 

My Lord, it may appear strange to this Council that while a 
Member of the Government of India is prepared to — won't use the 
word ‘ condone,' but I will say accept — what has been done by the 
Secretary of State in this matter, non-official Members should stand 
up and urge the view that the proceeding detracts from the dignity 
and the position of the Government of India. But the Hon’ble Mr. 
Clark has carefully evaded the direct issues which I had put to him. 
What I wanted to know was : was the Government of India consulted 
before Lord Inchcape was appointed? Did the Government of 
India agree to the inquiry being conducted by Lord Inchcape in the 
manner he did ? And are the Government of India prepared to accept 
the position that the Secretary of State may send out anybody he likes 
to m£ike an inquiry independently of the Government of India and to 
send a report to him behind the back of the Government *of 'India? Of 
course, a report submitted to the Government of India must go to the 
Secretary of State in the case of such inquiries before final orders are 
passed. But that is another matter. What I object to is the report 
going direct to the Secretary of State, for practically it means that 
the whole inquiry is independent of the Government of India. If the 
Hon’ble Me/nber is prepared to accept such a position for the Govern- 
ment of which he is a member, all I can say is that that is not the 
position which the Government of India should hold in these matters. 
As the purpose of my motion has not been met by the answer that the 
Hon’ble Member has given, I must press for the Resolution being put 
to the vote. 

(The resolution was put and rejected, 19 voting for and 38 
against }. 
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[ On 4th March 1912, Sir Ouy Fleetwood, WUsm, the Vice-Presidetd. 
presiding, Gokhale moved a Resolution in tlw Imperid Legislative 
Council, recommending the prohibition of the recruitment of Indvin 
indentured labour. He spoKe as fallows : ] 

Sir, I rise to move 

That this Ooanoil reoommencls to the OoTernor Oeneral in Council that the 
Government of India should now iiake the necessary steps to prohibit the 
recruitment of Indian labourers under oontraot of indenture, whether for 
employment at home or in any British Colony. 

Hon’ble Members will remember that two years ago this Council 
adopted a Eesolution recommending that the Governor-General should 
obtain powers to prohibit the recruitment of indentured labour in this 
country for the Colony of Natal. The Government, who accepted that 
recommendation, gave effect to it by carrying through this Council 
the necessary empowering legislation, and the new law was put into 
operation on the 1st July last against Natal. 1 respectfully invite the 
Council today to go a step further and recommend that the system of 
indentured labour should now be abolished altogether. It is true that 
the Resolution of two years ago was adopted by this Council principally 
as a measure of retaliation rendered necessary by the continued indig- 
nities and ill-treatment to which our countrymen were subjected in 
South Africa ; but my own view, expressed even then in this Council, 
was that apart from the question of retaliation the system should be 
abolished because it was wrong in itself. 

» 

System Inherently Wrong and Objectionable 

I do not think it necessary to describe to this Council at any 
length what this system really is. Its principal features may roughly 
be stated to be six in number, tinder this system, those who are 
recruited bind themselves, first, to go to a distant and unknown land, 
the language, usages and customs of which they do not know, and 
where they have no friends or relatives. Secondly, they bind themselves 
to worfc there for any employer to whom they may be allotted, whom 
they do not know and who does not know them, and in whose choice 
they have no voice. Thirdly, they bind themselves to live there on 
the estate of the employer, must not go anywhere without a special 
permit, and must do whatever tasks are assigned to them, no matter 
however irksome these may be. Fourthly, the binding is for a 
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certain fixed period, usually five years, during which time they cannot 
voluntarily withdraw firom the contract and have no means of escaping 
from its hardships, however intolerable. Fifthly, they bind themselves 
to work during the period for a fixed wage, which invaris^bly is lower, 
and in some cases very much lower, than the wage paid to free labour 
around them. And sixthly, and lastly, and this to my mind is the 
worst feature of the system, they are placed under a special law, never 
explained to them before they left the country, which is in a language 
which they do not understand, and which imposes on them a criminal 
liability for the most trivial breaches of the contract, in place of the 
civil liability which usually attaches to such breaches. Thus they 
are liable under this law to imprisonment with hard labour, which may 
extend to two and in some cases to three months, not only for fraud, 
not only for deception, but for negligence, for carelessness and— will 
the Council believe it ? — for oven an impertinent word or gesture to 
the manager or his overseers. These, Sir, are the principal features of 
the system and when it is remembered that the victims of the system 
— can call them by no other name — are generally simple, ignorant, 
illiterate, resourceless people belonging to the poorest classes of this 
country, and that they are induced to enter — or it would be more 
correct to say are entrapped into entering— into these agreements by 
the unscrupulous representations of wily professional recruiters, who 
are paid so much per head for the labour they supply end whose interest 
in them ceases the moment they are handed to the emigration agents, 
no fair-minded man will, I think, hesitate to say that the system is 
a monstrous system, iniquitous in itself, based on fraud and maintained 
by force, nor, will he, I think, demur to the statement that a system 
so wholly opposed to modern sentiments of justice and humanity 
is a grave blot on the civilization of any country that tolerates it. 

C 

Origin and History of the Indentured System 

Let the Council glance briefly at the origin and the history of the 
system, and it will at once be struck by three facts which in them- 
selves are a sufficient condemnation of the system. The first is, that 
this system of indentured labour came into existence to take the place 
of slave labour after the abolition of slavery. This is a fact admitted 
by everybody, and Lord Sanderson’s Committee,^ whose report I have 

1. This was a Committee appointed in March 1909 by Earl Crewe^ the them 
Secretary or State for India, with Lord Sanderson as chairman, to consider the follow* 
log questions ; ( a ) the general question of emigration from India to the Crown 
Colonies; tb) the particular Colonies in which Indian immigration may be most 
uiefttlly encouraged, and ( c ) the general advantages to be reaped in each case 
( I ) by India itself ; and ( ii ) by each particular Colony, The Committee’s report 
WAS submitted in April 1910. 
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before rae, put it in the very forefront of its report. The second fact 
is that it is a system under which even the negro, only just then 
emancipated, scorned to come, but under which the free people of this 
, country were placed. And, thirdly, what strikes one is that the con- 
science of Gtovaniment — and by Government I mean both the Govern- 
ment of India and the Imperial Government — has been very uneasy 
throughout about this question, as may be seen from various inquiries 
ordered from time to time into the working of the system, its repeated 
suspension for abuses, and its reluctant resumption under pressure 
from planters. The first, and in some respects the most important, 
inquiry that was held was due to the action that the Parliament in 
England took at the very start ih this matter. As I have already 
mentioned, the system came into existence about the year 1834, after 
the abolition of slavery. In 1837 the matter attracted, the attention of 
Parliament, and in the debate on the question that followed, the system 
was denounced in strong terms by Lord Brougham^ and Mr. Buxton,^ 
and other great Englishmen of that time. The result was that the 
system was discontinued at once and an inquiry was ordered into its 
nature and working. A Committee of four gentlemen was appointed, 
who sat in Calcutta and considered the whole subject. The Committee, 
after a very careful investigation, submitted a majority and a minority 
report. Three members out of four condemned the system altogether, 
and urged that it should not be allowed to come into existence again* 
Only one raeoibei* expressed himself in favour of reviving the system 
under certain safeguards which he suggested. The matter went back 
to Parliament; but the Parliament, already exhausted by the great effort 
that it had made in connection with the abolition of slavery and 
wearied by the constant wail of planters in regard to the ruin that 
was threatening them, ultimately followed in this case a somewhat 
extraordinary procedure and adopted the minority report of one 
member as against the majority report of three members.* And this 
was done in a very thin House, only about 150 members being 
present. 

As a result of this vote, the system was allowed to be revived in 
the year 184Si. The conscience of the Gtovernment, however, has 
continued troubled, and there have been, since then, numerous other 

1. Henry Peter Brougham {Baron Brougham and VauT^ (1778-1868). British 
statesman, lawyer, writer orator ; I.ord Chancellor (1830-34); supported the anti- 
slavery movement; Lord Kcctor, Glasgow University, (1825) : Chancellor, Edinburgh 
University, ( I860 ). 

2. S»> Thomas Fowell Buxton ( 1786-1845). advocated prison reform, ( 1816- 
20) ; advocated abolition of slavery in British dominions, (1822-35) ; advocated repres- 
sion o{ African slave trade and the Niger expedition ( 1839-40 ). 
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inquiries into the working of the system, resulting in its temporary 
suspension, followed unfortunately by its resumption again owing to 
the influence of the planters. I will give the Oounoil a few instances. 
In Mauritius the system was introduced in 1834, was suspended in 
1837 on account of the debate in Parlieunent to which I have already 
referred, and was resumed in 1842, after that vote in the House of 
Commons. It was, however, suspended again in 1844, was resumed in 
1849, and was finsilly stopped last year ; at any rate, there is no more 
any identured immigration into Mauritius. In British Guiana, the 
system was suspended in 1838 under the action of the House of 
Commons ; it was resumed in 1844, was suspended again in 1848, and 
was resumed in 1838. In Trinidad, where it began in 1844, that is after 
the Parliamentary action I have spoken of, it was suspended in 1848 
and was resumed in 1851. In Jamaica it began in 1845, was suspended 
in 1848, resumed in 1860, suspended again in 1863, resumed in 1869, 
suspended once more in 1876 and was resumed in 1878. I am omitting 
the latter suspensions and resumptions which were due to indentured 
labour not being temporarily required by the Colony. In Natal, the 
system began in 1860, it was suspended in 1869 and was resumed in 
1872'. Even in Assam, where the system was introduced in 1859, there 
were inquiries held in 1861, 1868, 1881 and 1895. I have not included 
in this list the last enquiry of 1906*, because it was not undertaken to 
inquire into the abuses of the system. Now, Sir, these facts clearly 
show that the Government has been torn throughoutTbetweon two sets 
of considerations — one, a natural feeling of sympathy for the material 
interests of the white planters, and the other a regard for the huma' 
nitarian standards of administration which characterise all modern 
Governments. 


Principal Objections to the System 

1 have so far dealt with facts connected with this question that 
lie on the surface. I will now deal in greater detail with the principal 
objections to the system, and will then say a word about the arguments 
used in its favour by its supporters. The principal objections to the 

1. The inquiry Mras by a committee appointed by the Government of India in 
February 1905 **to consider the question of lecruitment of labour for the tea gardens 
of Assam. " Mr. B. Robertson, i.c.s,, was President of the Committee which 
submitted its report six months later. The appointment of the Committee was as a 
result of the request of the India Tea Association ** for an inquiry into the measures 
necessary to obtain a full supply of labour for the Upper Assam Valley before the 
withdrawal of the Act from these districts was carried out ". The Act referred to 
was Act VI of 1901, which empowered ** a Local Government, with the previous 
sanctions of the Governor-General in Council, " to prohibit unlicensed recruiting 
in any area *** 
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system are roughly five. The first is naturally its utter inequity. 
Sir, whatever view one may take of the agreements into which these 
poor people are made to enter under the system, to dignify them by 
the name of ‘ fair contract ’ is to misuse the English language. For 
the stream is poisoned at its very source. It is significant that nobody 
has a good word to say for the professional recruiters who, entrap and 
entice away these poor people. The recruiters are admittedly men 
who are generally ignorant and unscrupulous, and who, with the 
exception of perhaps a very few, have never been to the colonies for 
which they recruit, and who, being paid so much per head, try by 
hook or by crook to get into their meshes as many persons eis they can. 
The Government of India stand aside on the plea that it is a fair 
contract between the emigrant and his future employer! Sir, 
how can a contract be called a fair contract, the two 
parties to which are most unequally matched ? How can it 
be a fair contract when one party to it is absolutely in a state 
of ignorance and helplessness, and the other party — the powerful 
party stakes care that it shall not know how much it is undertaking 
to abide by. Take, for instance, the penal nature of the contract. 
The terms that are explained to the emigrants, when they enter into 
indenture, never include a statement of the penal nature of the law 
under which they have to live. Here, in volume HI of the Sanderson 
Committee’s report the Council will find the agreements for the differ- 
ent colonies s^proddced. There is not a word here about the penal 
liabilities thrown on the poor creatures by the special laws under which 
they must live in the several colonies. If this single fact is explained 
to them before they agree to emigrate, namely, that they would be 
placed in the colonies nut under the ordinary civil law for the enforce- 
ment of the contract but under a special penal law rendering them 
liable to imprisonment with hard labour even for trivial faults, I should 
like to see how many even of such ignorant, resourceless pe'ople agree 
to go to these distant places. 1 say, therefore, that the stream is 
poisoned at the source ; that it is not a fair contract ; that it is a con- 
tract between two parties that are absolutely unequally matched, a 
contract vitiated by the fact that most important facts in connection 
with it ate kept from the knowledge of one party. 

. . . - Safeguards Illusory and Ineffective 

In this country, Sir, the Government have from time to time 
enacted laws for the special protection of the peasantry. In the 
Bombay Presidency, for instance, we have the Dekkhan Agricultu- 
rists’ Belief Act In the Punjab some time ago legislation wipis passed 
restricting the right of the agriculturist to alienate land. The theory 
that underlies suoh legislation is that persons who are ignorant and 
0,-45 
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resouroeless, do not stand on terms of equality with those who are 
well-to-do and who possess knowledge, and that a oontoaet between 
two such parties is not necessarily a fair contract. The State, there- 
fore, has a right to look into such contracts carefully, to go behind 
them, so to say, for the purpose, and then decide how far they should 
be enforced. If this is the case where only civil liability attaches to 
contracts, how much more should that be the case where penal liability 
is thrown on the party— and that the weaker party — under the con- 
tract ? I therefore say that this system is altogether iniquitous. The 
apologists of the system, however, urge that there are safeguards 
provided to prevent hardship and injustice to the emigrants when they 
go to their respective colonies ; two such safeguards are spacially 
mentioned ; one is that in every colony there is an officer known as 
the Protector of Immigrants, specially to look after the interests 
of indentured immigrants. And secondly, there are the Magistrates 
to give the protection of the law to the immigrants against any cruelty 
that may be practised on them by their employers. Sir, these safeguards 
look all right on paper ; in actual practice, however, both are found to 
be more or less illusory. These men— the Protectors and the Magistrates 
—are officers of the Colonial Governments. They belong to the same 
class to which the planters belong. They are generally one in sympathy 
and in interests with the planters; and it is not in ordinary human 
nature that they should care to displease those with whom they have to 
live, with whom they have to mix socially, — and alPthia for granting 
protection to the poor, ignorant people from a distant land, in whom 
their interest is purely official. Sir, if the Council has any doubt in 
the matter, let it turn to the evidence that is contained in the second 
volume of the Sanderson Committee’s Report. 1 invite the Council to 
go through the evidence of. a Protector named Commander Coombs ; 
1 must also ask you to read the evidence of another witness who had 
once been a Protector, named Mr. Hill; and I lastly tisk you to go 
through the evidence of a Magistrate from Mauritius, a gentleman 
named Mr. Bateson. Commander Coombs was Protector of Inuni- 
grants in Trinidad in the West Indies; Mr. Hill was a Protector 
in the Straits Settlements, that is on this side nearer home; and Mr. 
Bateson was a Magistrate in Mauritius. Of the three witnesses. 
Commander Coombs is frankly a friend of the planters ; he makes no 
secret of the fact that he is there nominally as a Protector of the 
Immigrants, but really to see that they do the work for which they are 
taken to the colony. It comes out in the cross-examination of this 
gentleman that he is himself a planter, and one can easily see where 
his sympathies must be on accoirnt of his position as a planter. Of 
course he takes care to say that he himself does not employ indentured 
labour, but be is obviously very much alive to the difficulties of the 
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iHaotera in tliat place. This gentleman uses the word 'we* whan hd 
has occasion to speak of the planters. Thus in explaining how hd 
deals ^Ith cdolies, ^bo complain that they cannot do the work, he 
days ; ' We send fdr them, and we tell theiU that they have Ueeh 
brought tc this colony fdr doing their work ; and if they do not choosd 
to do so, they will Have to do work for Government for nothing in 
jail ; Sind it is left for them to choose either the one or the other ! ’ ThS 
Whole evidence of this witness shows an attitude of Complete identifica- 
tion with the interests of the planters and of hostility to the interests 
df the immigrants, and it is an irony that he should have the title of 
Protector of Immigrants. 

The other Protector I have mentioned, Mr. Hill, is of another type 
altogether — a very rare type, but a type that does honour to the 
English name. In spite of the fact that socially and in other Ways his 
life Was bound up with that of the community in whose midst he was 
placed, he stood up boldly in defence of the interests of the immigrants 
and thereby incurred the serious displeasure of the planters. And what 
was the result ? He was removed from his office before his term had 
expired. He found that the mortality among the Indentured population 
in the Straits Settlements in his time was vary high, and he drew the 
attention of the planters to that and insisted on their carrying out 
strictly the terms of the ordinances concerning the health of indentured 
labourers. The answer of the planters was to remove him from his office, 
and to appdinb another in his place, even before the expiry of the time 
for which his appointment was made. And because he was a strong 
man, who would not take such treatment lying down, the Colony had 
to pay him £2,500, being his salary for the unexpired period for which 
he should have held office. They paid him the full salary for the unex- 
pired period, because they thought that that was a smaller evil to them 
than his being there to protect the interests of the immigraijts. 

The third witness, to whose evidence I call the attention of the 
Council, is a Magistrate from Mauritius — Mr. Bateson. I have already 
told you how these poor creatures are liable to be punished with liard 
labour for the most trivial faults — even for an impertinent word or for 
an impsrtinent gesture. Mr. Bateson speaks out strongly against this. 
It is impossible for me with the limited time at my disposal to read to 
the Council any portions of this important evidence, but I must ask 
Hon’ble Members to mark specially two or three of Mr. Bateson’s state- 
ments. In one place, he says, ‘ the system resolved itself into this — 
that I was m»ely a machine for sending people to prison.’ In another 
place he says, ‘ there is absolutely no chance of the coolie being 
able to produce any evidence in his own favour; the other coolies are 
afraid to give evidence ; they have to work under the very employer 
against whom they may be called upon to give evidence. ’ He says 
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that even if a coolie came before him with marks of physical violence 
on his body, it was practically impossible to convict the person 
charged with assaults for want of corroborative evidence. Then he 
says, ' it was a most painful sight to him to see people handcuffed and 
marched to prison in batches for the most trivial faults. ' Well, I do 
not wish to dwell at greater length on this evidence ; but those who 
will go through it will know what value to attach to the statement 
that the presence of the Magistrate in these Colonies is a safeguard to 
the coolies against ill-treatment. So much then about the illusory 
nature of the safeguards. 

Appalling Human Misery 

My third objection to this system is the vast and terrible amount 
of suffering that it has caused during the 75 years that it has been in 
existence. Sir, it is difficult to speak in terms of due restraint on this 
point. Even the hardest heart must melt to think of this phase of the 
question. 1 will not speak now of the imprisonments with hard labour 
endured for trivial faults ; I will not speak of personal violence which 
in some oases has been proved and very many oases could not be 
proved, though alleged. I will not speak of the bitterness engendered 
in the minds of thousands when they realised that they had been 
deceived, that they had been entrapped, and that there was no escape 
for them. I will not speak of the homesick feeling, destroying their 
Interest in life. These are all serious matters that acould .be charged 
against the system. But more serious even than these is the heavy 
mortality that has prevailed in the past in all colonies under the system, 
a mortality which has been examined from time to time by Commis- 
sions of Inquiry and which has been established beyond doubt — a 
mortality for which indentured emigration was prohibited to Federated 
Malay States only last year, and which even today is admitted to 
exist in 6ertain districts of Assam amongst the statute labourers. 
Then, the numerous suicides which have resulted from the system — poor 
innocent people preferring death with their own hands to life under 
it — are a ghastly feature of the system. And, Sir, last, but not 
least, the unutterable tragedy and pathos of men and women, at a dista- 
nce of thousands of miles from their homes, knowing full well that the 
vast sea rolled between them and their native country, starting actu- 
ally to tvalk back to their country, iros^ining in their simplicity and 
ignorance that there must be a land route somewhere, and either 
caught on their way and forcibly taken back to the life from which 
they were fleeing or else devoured by wild beasts or perishing of 
hunger and cold ; all this. Sir, constituted a sum total of human misery 
which is appalling to contemplate, and which Mrill be a standing wit- 
ness against the system for all time. It is true that things are some- 
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what better dow, but they cannot be very much better under a system 
which has inherent characteristics such as those that 1 have described. 
Moreover, as Lord Ourzon^ said in this Council in 1901, ‘ even if such 
cases have occurred only in a few instances, the very fact that such 
P ft pan can occur under the system constitutes a severe condemnation 
of the system.’ 

Frightful Immorality Inseparable from the System 

Sir, my fourth objection to the system is the frightful immorality 
that is inseparable from it. This is a fact which has been admitted 
by everybody, among others by the Government of India and by the 
Sanderson Committee The Conlhiittee, who deal with all other phases 
of the indenture question, carefully avoid making any recommenda- 
tion as to how the frightful immorality involved in the system may 
be remedied. Under the law, every hundred male indentured labourers 
must be accompanied by 40 females. Now very few respectable women 
can be got to go these long distances ; our men themselves do not 
really care to go, much less do the women. The statutory number, 
therefore, is made up by the recruiters, and, as admitted by the Govern- 
ment of India in one of their despatches to the Secretary of State, by 
including in it women of admittedly loose morals, with results in the 
colonies which one had better leave to the imagination of the Council 
timn describe. Sir, this frightful immorality has characterized the 
system frcpi the very first. As Mr. Jenkins, who was afterwards first 
Agent General of Canada, said in 1870, ‘ the women are rot recruited 
for any special work, and they certainly are not taken there for 
ornamental purposes ' He also speaks of the immoral relations existing 
not only between many of these women and the men for whom they 
are taken from this country, but also between them and some of the 
planters themselves and their overseers. It is a shocking affair 
altogether, a considerable part of the population in some of these 
colonies being practically illegitimate in its origia 

My last objection to the system is that it is degrading to the 
people of India from a national point of view. I do not think I need 
really say much on this aspect of the questioa Wherever the system 
exists, there the Indians are only known as coolies, no matter what 
their position may be. Now, Sir, there are disabilities enough in all 
conscience attaching to our position in this country. And 1 ask, why 
must this additional brand be put upon our brow before the rest of the 
civilized world ? I am sure, if only the Government will exercise a 
little imagination and realise our feeling in the matter, it will see the 
necessity of abolishing the system as soon as possible. 


I, see foot^^iiote on p» 97* 
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Usual Arguments for the System Unconvincing 

I will ftow turn for a moment to the arguments which are usually 
hdduoed in favour of this system. Briefly they are three. First of 
all it is said that without this system of indentured labour, the sugar 
and other industries in many of the colonies will Cease to exist ; the 
second argument is that, under the system of indenture, a certain 
Uumber of Indians make remittances to this country and thiis a 
certain amount of money is received here; and thirdly, that a number 
of these men, after completing their indenture, settle doWn in the 
colonies, become prosperous and attain a status which they could 
never attain in this country. Now, Sir, so far as the first argument 
is concerned, I may brush it aside at once ; it does not concern us nor 
does it concern the Government of India, who are here to promote 
our interests. If the planters cannot carry on their sugar or other 
industries without a continuance of this pernicious system, the 
sooner those industries cease to exist, the better. As regards the 
remittances made, or the amounts brought to this country by 
returned emigrants, considering that these people have been 
for five years under indenture,- the savings are really very small. 
The average savings brought to India are about Rs. 150 per head ; in a 
few cases, the amount may be higher, Bs. 200 or so, but the average 
is about 150. Now Rs. 150, saved in five years, means only Rs. 30 
a year or Rs. 2-8 a month. This is not very much a£ter all. The mill- 
hands in Bombay, for instance, can save much more than tliat. Again, 
what about those who save nothing, are broken down in health and 
spirits, and either perish in the colonies or else are sent back to this 
country, mere wrecks of their former selves ? Finally, as regards those 
who settle down in the colonies and prosper, in the first place, the 
number of such persons is very small; and secondly, even they have 
to go through a system with which are associated all the degradation 
and misery of which I have spoken. When these things are considered, 
it must be admitted that even if a few persons prosper under that 
system after the completion of their indenture, the price that has to be 
paid for such prosperity is far too great. 

Present Extent of the Evil 

Sir, I will now briefly refer to the extent of this evil, as it exists at 
the present moment I will not deal with the case of those colonies 
where indentured labour once flourished but has now been stepped. 
In four French colonies and one English colony it hais been stopped on 
account of abuses ; in one English colony it has been discontinued for 
economic reasons, and in another it has been prohibited as a measure 
of retaliation. But the system still prevails in three British colonies 
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in the West Indies, namely, British Quiana, Trinidad and Jamaioa, 
and in one Dutch colony named Surinam, about which, however, under 
our rules 1 am precluded from saying anything. Then it exists in Fiji, 
a Crown colony in Australasia ; there is also a small supply of inden- 
tured labour to the Straits Settlements ; and last, there are four or five 
districts in the Upper Valley of Assam where the system is still in 
force. The annual supply to the different colonies ccnnes to a little 
less than 2,000 in the case of Fiji ; about 600 to Jamaica ; and nearly 
3,000 to Trinidad ; and about 2,200 to British Guiana. In Asserni 
the whole labour force is about 800,000, of which the indentured 
labourers are now only about 20,(l!p0. Now taking Assam first— and 
here I would like to express my obligations to the Honlile Mr. Clark* 
for his courtesy in having a note on the subject specially drawn up 
for me in his office, giving me uptodate information on the subject — 
I understand that the Government have decided to stop the system of 
indenture altogether there from next year. The Honlile Sir Charles 
Bayley* stated the other day in one of his speeches in East Bengal 
that, from July 1st of next year, this system would cease to exist in 
Assam. Probably the Hon’ble Member in charge of the Department 
of Commerce and Industry will also make a statement on the subject 
today. As the system will be discontinued from next year in Assam, 
I do not wish to say anything more about that here. I would, however, 
like to point out that the Committee, appointed in 1906, recommended 
the complete stoppage of indentured labour in Assam in the course of 
five years. They would have liked to stop it earlier, but they did not 
want to inconvenience the planters, and therefore they suggested an 
interval of five years. According to that, the system should have been 
discontinued in 1911. And I should like to know why it has been 
allowed to go on for two years more. That is, however, comparatively 
a small matter. But, Sir, if the Government has decided V> stop the 
system in Assam, where its working can be watched under its own 
eyes, I cannot see why it should be allowed to continue in the case of 
distant colonies, where there can be no such supervision. The position of 
those who urge the abolition of the system becomes now all the stronger 
on account of the Government contemplating its abolition in Assam. 
Question of Re-indenture 

Then, Sir, there is the question of re-indenture in three colonies— 
in Natal, to which indentured emigration has now been prohibited, in 
Mauritius, where it has stopped of itself owing to econcsnio 

h 3 ee foot-note 3 on p. 324. 

2. Lt.-Governor, Eaetern Bengal and Assam, (1911) ; Lt.-Goveriio't, Bihar and 
Orissa, (1912) ; Political Agent in Bikaner ; General Superintendent (or suppressing 
Thagi and Dakaitl ; Agent to the Governor- General in Central India ; Hesldent at 
Hyderabad, (1905). 
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causes, atid in Fiji, where it is still allowed to oontinuia. This 
re-indenture is one of the most vicious parts of the system, because 
though a man may indenture himself at the start only for five years, by 
means of repeated re-indenture he could be kept in a state of perpatual 
servitude. And this has become a most serious question now in 
Natal. There the Government of the colony imposes an annual £3 tax 
on all ex'indentured labourers who want to settle there as free persons. 
All those who have been emancipated since 1901 — males above 16, and 
females above 13— have to pay this £3 lax. Now see how it works in 
practice. Take a family of husband and wife and four children — two 
daughters of 13 and 15 and two boy^ below 13, The family must pay 
the tax for four persons — father, mother and the two daughters — or 
£12 a year, that is, £1 a month. The man can earn an average wage of 
about 25 shillings a month, and the wife and the two girls may earn 
among them about 15 shillings extra, that is, which means a total 
income of 40 shillings or £2 a month for the family. Of this, half or 
£1 has to be paid as license- tax. Then there are other taxes; and 
there is house-rent. The Council may judge how much can remain after 
deducting these expenses for food and clothing for six persons. Is it 
any wonder that this tax has broken up homes— as has been admitted 
by prominent Natal men— that it has driven men to crime and women 
to a life of shame ? Sir, there is no doubt whatever that the tax is 
nothing less than a diabolical device to drive the poor Indians either 
into re-indenture or else out of the colony. It is, therefore, a matter of 
the utmost importance that the Government should take the earliest 
possible steps to bring this miserable system of re-indenture to an 
end. I may mention that the Sanderson Committee has strongly 
recommended the stoppage of re-indenture. 

Responsibility of Government 

One word more, Sir, and I will bring my remarks to a close. Sir, 
this is a question which really throws a great responsibility upon the 
Govenunent. I am aware that the Government of India have from 
time to time taken up the position that they maintain an attitude of 
neutrality in this matter, that they do not themselves encourage inden- 
tured emigration, but that if people choose to accept certain terms and 
go, it is not for them to interfere. 1 would only ask the Council to 
contrast this attitude with the attitude which the Government have 
adc^ted in regard to the peasantry of the country, in legislating on lines 
to which 1 have already referred. I do not think that the Government 
can absolve themselves from their responsibility in this manner. In the 
first place, the recruiters are granted licenses to recruit by District 
Magistrates. That, in itself, imposes a responsibility upon the 
Government, because, by granting licenses to these persons, the Gov- 
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ernment make themselves to a certain extent responsible for the repre* 
sentations by which these men secure recruits. Then the Magistrates, 
before whom the poor emigrants are taken and made to enter into 
agreements, are the servants of Government The third and last point 
is that, though the fact about the penal nature of the contract hais been 
carefully kept out of all agreements all these years, the Government 
have so far taken no steps whatever to remedy this. I would like to 
know from the Hon’ble Member, when he rises to reply, why this has 
happened, and how the Government explain their inaction in the matter. 
If a penal liability is not necessary to the system, I shall gladly with* 
draw the greater part of my objection to the system. If you are 
prepared to abolish the penal nature of the contract under which these 
labourers have to work, the rest would be comparatively a very simple 
question, and I shall not press this motion to a division ; but, as 1 
understand it, the penal provisions are the very essence of the system ; 
without them the system cannot be worked. If penal liability is thus 
indispensable, I ask : why the Government have not taken steps all 
these years to see to it that this nature of the contract is explained to 
the emigrants before they enter into their agreements ? Sir, this is 
really a most serious question, for whatever the Government may say, 
as a matter of fact, everybody in the country believes that without the 
countenance of Government, the system could not have gone on so 
long. India is the only country which supplies identured labour at the 
present monient. Why should India be marked out for this degrada- 
tion ? The conscience of our people, unfortunately asleep too long, is 
now waking up to the enormity of this question, and I have no doubt that 
it will not rest till it has asserted itself. And I ask the Government 
not to make the mistake of ignoring a sentiment that is dear 
to us, namely, the sentiment of our self-respect We have no doubt 
plenty of differences between the Government and the people ,in regard 
to the internal administration of this country ; but those are matters 
which stand on a different footing. Outside the country, the Govern- 
ment of India must stand up for us on every occasion ; must stand up 
for our dignity, for our honour, for our national pride. If they will 
not do this, to whom else can we turn ? 1 feel, Sir, that though this 
system has been allowed to exist so long, yet its days are really 
numbered. It will soon cease in Assam, and then it cannot last very 
much longer in the case of the colonies. And I am confident that a 
people who have spent millions upon millions in emancipating slaves, 
will not long permit their own fellow-subjects to be condemned to a life 
which, if not one of actual slavery, is at any rate not far removed 
from it. Sir, I beg to move the Resolution which stands in my name. 


G.>46 
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[Tteplijing on tlie debate which ensued, Gokhale spoke as foUom :] 

Sir, the Council has heard two speeches against this motion, one 
frc»n the Hon’ble Mr. Fremantle and the other from the Hon’ble 
Mr. Clark ; and I will first deal with what has fallen from Mr. 
Fremantle. The Hon’ble Member began by complaining— and in that 
complaint the Hon’ble Mr. Clark joined later on— that I had referred 
only in passing to the recommendations of the Sanderson Committee. 
Sir, it is quite true that I made only a very passing reference to the 
deliberations of that Committee. Shall I tell you why ? It was 
because I was very much disappointed with some of the recommenda- 
tions of that Committee. I think the whole standpoint from which 
the Committee approached the question was faulty. But the respon- 
sibility for that lay with the terms of reference. The Secretary of 
State had appointed the committee, as the terms of his minute show, 
to consider 

‘ the general question of emigration from India to the Crown colonies, and the 
particular colonies in which Indian immigration may be moat usefully encouraged 
and so on. 

Thus the standpoint from which the members were invited to 
approach the question was not whether indentured emigration should 
be permitted from India but how Indian emigration should be 
encouraged to the Crown colonies. The Secrefhry .ofr State started 
with the assumption, and the Committee took up the assumption, that 
T ndian immigration was necessary for the Crown colonies, and the 
question to be considered was how it was to be encouraged. That 
^ing so, whatever was against indentured emigration was more or less 
lost sight of and whatever went to favour such emigration was promi- 
nently brought forward. Even so, there are statements in the report 
which ^ to show that if the Oommittes could have recommended the 
abolition of indenture, they would have gladly done so. One has only 
to read between the lines of the report to see that it is so. But being 
convinced that Indian emigration to the colonies was possible only 
under contract of indenture, and impressed with the idea that without 
such emigration the interests of the colonies would be jeopardized, the 
Committee could not but make the recommendations which it has made. 
Sir, the Hon’ble Member has told the Council that though the penal 
provisions of the contract are not stated in the agreements or eiplained 
beforehand, after all the coolies who go under the system understand 
what they are going to do in the colonies. This, coming from my 
Hon’ble friend, is surprising. Let me appeal in the matter frbm Mr. 
Fremantle, Official Member of this Council, spewing against my 
Resolution, to Mr. Fremantle, member of the Sanderson Committee. 



PROHIBITION OP INDENTORED LABOUR ^63 

The report of the Ocramlttee, which the Hon’ble Member has signedi 
says : 

We have heard from many oolonial nvitnesses who gare evidence before the 
Committee that Indian emigrants, when drawn from the agricultural olassesi 
make excellent settlers and that a large proportion do actually settle down either 
on the sugar and other plantations or on holdings of their own. ^ei it seems doubt- 
ful whether the majority of the emigrants leaving India fully realise the conditions 
of the new life before them or start with the deliberate intention of making for 
themselves a home in a new country. They go because they are uncomfortable 
at home and welcome any change of circumstanoes. They have quarrelled with 
their parents or their caste fellows, or they have left their homes in search of 
work and have been unable to find it« M^ny are not recruited in th^ir own 
villages. Thd reprufters hang about the bazars and the high roads, where they 
pick op loiterers and induce (hem to accompany them to the depots anJ agree to 
emigrate by relieving their immediate wants and by representations, no doubt 
often much overdrawn, of the prospers before them. The male emigrant more 
often than not is unaccompanied by any member of bis family, and, indeed, the 
family is frequently not even aware that he has left the country until (possibly 
some years afterwards ) he reopens communications. Since, except in times of 
scarcity or of famine, the supply of casual recruits of this kind is not likely to be 
large at any one place, the net of the recruiters has to be spread fat afield, and 
we hear of their operations in Delhi, in Rajputana and in Bundelkhand, where 
there is certainly no congestion of population, but, on the other hand^ constant 
complaints of insuffioienpy of labour both for agricultural and industrial purposes. 
The same is the case in Calcutta, where about one thousand emigrants are 
registered yearly, and still more so in Cawnpore, where the local Chamber of 
Commerce h^s on several Scoasions called attention to the prevailing scarcity of 
labour and deprecated the encouragement of emigration to the colonies. 

That shows, Sir, how much these poor people know about the life 
to which they are going, and how far the contract is a free contract. 

Then, Sir, my Hon’ble friend said that whatever abuses there 
might have been at one time, there were no serious abuses now. I will 
mention to the Council certain facts brought to the knowledge^f the 
Committee by one of the witnesses, Mr. Fitzpatrick^, to whom Mr. 
Fremantle has himself referred. Mr. Fitzpatrick mentions two cases 
of serious abuse and they are both of them really significant of the 
feelipg which still prevails in the colonies on the right of indentured 
labourers to proper treatment Both cases, it should be remembered, 
weru tried in Courts, and in both cases convictions were obtained. This 
Is what Mr. Fitzpatrick says : 

To put it briefly. Four overseers on Hermitage Estate, Trinidad, beat 
several indentured emigrants, and amongst them a woman. One of the male 

1« George , Fiizpffirick, Bar-atrLaw, born in Trinidad of East Indian 
parents, tb^ father being an ^ndenturefi immigrant. He was appointed as a 
delegate by the Indian commnnity of ^Trinidad, at a general meeting, to give 
evidence MSdtb the SanderWii Committee, * ' 
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InmigrAOts laid a charge of asiault and battery and the orereeers weM 6iied 
10 shllliDgs each. 

One of ibe blows reoeiv^ed by the feniale immigrant was on her abdomen. She 
tieing t^iregnant at the time, abortion immediately took place, thus endangering 
bet* life. 

iThe immigraiion authorities for so serious an offence were satisfied to lay a 
dbarge against the oyerseer for the minor charge of assault and battery. The 
Magistrate fined the accused £2 only and £2 as compensation. 

The charges for beating the other two immigrants were withdrawn by the 
Inspector. On the 29th September, four immigrants were charged for assaulting 
en overseer. They were not fined but sentenced to three months’ bard labour. 

I will leave it to the Council, Sir, to say, after this, if there are 
now no abuses under the system. 

Then, Sir, the Hon'ble Member says that serfdom exists even in 
India. If that is so, the Government should deal with that at once. I 
do not know of any instances of serfdom that may exist in this 
country. But if serfdom does exist here, by all means let it be put a 
stop to dt once. We must distinguish, however, between the kind of 
serfdom that Mr. Fremantle mentions and the serfdom that the system 
of Indenture imposes upon indentiired ipeople. in the cases which the 
Hon’ble Member mentions, is there the right of private arrest ? Are 
there imprisonments with hard labour for negligence, for carelessness, 
for impertinence or for things of that kind ? That ^ally is the essence 
of my complaint about the system. The Hon’ble Member 'has told the 
Council that he could not understand why the non^ofidcial Members of 
the Councir should make so much fuss about this matter. He did not 
say it in so many words, but that is what he meant. But practically 
the same thing was said when proposals to abolish slavery were first 
brought forward. The friends of the planters in the House of Commons, 
when the .question was brought forward there, said that the slaves 
were contented and they could not understand why the abolitionists 
wanted to disturb the contentment and the harmony of their lives. 
The Hon’ble Member said that Indians in the colonies certainly would 
not thank me for bringing forward this Resolution. Sir, 1 am quite 
content that he should earn their tlianks by opposing the Resolution. 
Be bis the thanks which the champions of slavery expected to receive 
from those who were anxious to continue in slavery 1 Be mine the 
denunciation, with which the advocates of abolition were threatened 
by thoa# jchampions at the hands of slaves, unwilling to be free 1 

One more renuu:k,of Mr. Fremantle's I must notice. He mentioned 
the £ae|t|yet 475 retarnsd emigrants went back again last year, as' 
evIdNP^ If t^e satisf actmy oonditio!u of life that prevailed in the 
0 (danlee indentetfad people. But 475 out of hoW many ' returned 
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emigrants ? If things were really attractive there, why should not a 
larger number go ? I remember to have read in this report (Sanderson 
Oommittee’s report ) an explanation as to why a few men, after coming 
back to India, again return to the colonies. It is because these people, 
having stayed for a number of years in the colonies, find it impossible 
to get back into their old grooves of life in India, and after spending 
some time here and there, and not knowing what else to do when their 
savings are exhausted, they again go to the colonies in a spirit of 
venture. The Protectors and the planters, however, do not want them. 
Indeed, their attitude towards such returned emigrants came out very 
well in the evidence of Commander Coombs. And curiously it was 
my 11001)16 friend, Mr. Fremantle’ who in his examination of Com- 
mander Coombs, brought out the fact that Protectors and planters do 
not like to receive returned emigrants, as it is feared that they know 
the system too well and are sure to poison the minds of other emigrants 
on the voyage. Mr. Fremantle summed up this attitude in these 
words : 

It lounds rather as if you wanted to keep the people who oome out in the 
dark as to the oonditions in the oolony if you disoourage returned immigrants. 

I am therefore surprised that he should mention the fact of these 
475 returned immigrants going back as a sign that the system was 
satisfactory. 

• » * 

Now, Sir, I will say a few words in reply to what the Hon’ble Mr. 
Clark has said. I am thankful to the Hon’ble Member for the promise 
that he has given of inquiring into why the fact of the penal nature 
of the contract is not mentioned in the agreements. I hope that the 
inquiry will be satisfactory and that this fact will be prominently 
brought out in aU future agreements. The Hon’ble Member wondered 
how 1 could attach any importance to the fact that emancipated 
negroes scorned to come under the indenture system, and how from 
that I concluded that there was something servile about the system. 
Now, Sir, any man who goes through the third volume of the Sanderson 
Committee’s report will see what (pinion the emancipated negroes 
have of the system. In Jamaica there is plenty of emano^ated negro 
labour, but tixe emancipated negroes required higher wages than what 
are paid to indentured Indians, and the planters are not willi^ to pay 
them because their profits are reduced if higher wages are p^. And 
what is the result ? The negroes are emigrating fr(»n Jamaica. The 
Bapttet Union of that oolony has pointed out in one of itf repzeeenta- 
tions that the emancipated negioes there are being forced to < emigrate 
elsWhere for want of employmant. They do not got (he wagaa (hey 
want; they cannot be satisfied with tiie wages (^ered to ; titetni arid 
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thffl^fore they are compelled to emigrate from the places where thej^ 
were born, and where they have spent all their lives. The Council 
will thus see that the emancipated negu'oes think that the indenture 
system is not good enough for them ; and I am quite justified in 
drawing from this the conclusion that it is a system unworthy of free 
or even emancipated men, and I think that that is a sufficient 
condemnation of the system. 

' Then, Sir, the Hon’ble Member said that emigrants might be 
ignorant of the conditions under which they would have to live, when 
they start, but things are explained to them when they land. 

What is the good of explaining tlungs to them when they are ten 
thousand, miles away from their houses ? If they were explained 
before they started, then that would be something. 

The Hon'ble Mr. Clark : The Hon’ble Member has misunderstood 
me. I said that the terms of the contract Were explained to them 
when they were registered and again when they came to the depot 
before they sailed. 

The Hon’ble Mr. Gokhale : I understood the Hon’ble Member to^ 
say that the things were explained to them when they reached the 
colonies. In any case the penal nature of the contract is not explained 
to them here, and that is ' my main argument. Then the Hon’ble 
Member told us that these laws of the colonies dealing yith indentured 
labourers were laws which had - received the assent of the Government 
of India. 

The Hon'ble Mr. Clark : I am sorry to interrupt the Hon’ble Mem- 
ber again. Colonial laws do not receive the assent of the Government 
of India. What I said was that if we found that the laws and their 
operation were open to objection, we could always stop emigration. 

The Hon^le Mr. Gokhale : I am sorry that I was not able to' hear 
quite clearly what the Hon’ble Member had said, and I mentioned the 
impression left on my mind.^ However, I will mention one instance of 
how laws passed in the colonies are often approved by the Government 
of India, as a matter of course. The law in Natal which iinposes the 
£3 annual tax on ex-indentured Indians was passed in 1895, and it was 
{q>proved by the Gkivernment of India. I am quite sure that the approval 
could not have been deliberate There was then no separate Departr 

1. What Mr. Clark actually said was this '■ ** It should be repembered that 
emigration is permitted to no country from India, unless the Govem'or-Ceneral in 
Council Is satisfied that that country has made such laws and other provisions as 
are sufficient for the protectien of immigrants during their stay there. "^(Proceedings, 
19U-U Vol. I. p. 387 ). - - 
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ment of Commoroe and Industryi and the thing must have gone through 
the ordinary routine, some Under Secretary saying that he saw nothing 
objectionable in the Act, and thus the Government of India’s approval 
must have been notified to the colony. Well, that is the way in which 
laws are approved, and that is also the way their operations mre watched 
from this distance. The Hon'ble Member also said there is a provision 
in the statutes for complaints being heard, that the Protector goes 
round in many places to hear complaints. Commander Coombs tells 
us that he visits the estates three times in the year. And what does he 
do ? Before he goes, he sends a notice to the manager, and when he 
goes round, he is accompanied ];)y him. Under these circumstances 
how many people will come forward, in the presence of the planter, to 
lodge complaints before the Protector, who visits an estate after giving 
proper notice to the manager and after the manager has had time to 
set everything right ? Sir, the whole thing is on the whole a more or 
less make-believe sort of thing and we cannot attach much value to it. 

Beferring to the argument used by the Hon’ble Sir Vithaldas 
Thackersey^ that India wants all her labour for herself and she cannot 
afford to lose those who emigrate to the colonies, the Hon’ble Member 
says that such emigration cannot appreciably affect the labour-supply 
of India. But if the reduction in the labour-supply is so small, the 
benefit that India gets from the remittances of emigrants is also trivial ; 
so really both factors must be eliminated from our consideration of 
this matter. ' 

The Hon’ble Member holds that the colonies are a part of the 
Empire, and that, though the question of their interests does not 
directly concern us, it cannot be left out of account altogether on 
Imperial grounds. Well, Sir, if the colonies are a part of the Empire, 
we too are a part of the Empire. But do the self-governing colonies 
ever take that into account ? What have they ever done ’for us and 
what obligation rests on us to take the interests of the colonies into 
our consideration and submit on their account to conditions which, in 
essence, are not far removed from the ^rvile ? Moreover, if the 
people of India and of the colonies belong to the Empire, so do the 
emancipated negroes. But what happens to them ? It is a heart- 
rending tale which is told in the appendices to the Sanderson 
Committee’s Report— that of the manner in which these neglected 
people are driven to emigrate from the colonies in which they were 
bom Iqr want of employment. 

Finally, the Hon’ble Member objects to my compcwison between 
this system and slavery. It is true that the system is not actual 


1. see foot-note on p. 213. 
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slavery, but it is also true that it is not far from it. The oohtraot is 
not a im contract. You have here the right of private arrest, just 
as they had in the case of slavery. Moreover, the labourer is bound 
to his employer for five years and he cannot withdraw from the 
contract during that period. And there are those harsh punishments 
for trivial faults. Therefore, though the system cannot be called 
actual slavery, it is really not far removed from it. 

One word, more. Sir, and 1 have done. The Government, it is clear, 
are not going to accept this Besolution. That being so, the Resolution 
is bound to be thrown out. But, Sir, that will not be the end of the 
matter. This motion, the Council rfiay rest assured, will be brought 
forward again and again, till we carry it to a successful issue. It 
aiTects our national self-respect, and therefore the sooner the Govern- 
ment recognize the necessity of accepting it, the better it will be for 
all parties. 

( The resolution was rejected, 22 voting /or and 33 against . ) 



RESOURCES OF LOCAL BODIES 


[ On Wednesday, ISth March 1912, Lord Hardinge, the Viceroy, 
jyreHding, Qdkhale moved a Resolution in the Imperial Legislative Council 
recommending the appointment qf a committee of officials and non-offickds 
to inquire into the adequacy or othenoise of the resources at the disposal 
of Local Bodies, He spoke as fdlotvs : ] 

My Lord, 1 beg to lay the following Besolution before this Oounoil 
for its consideration : 

That this Council recommends to the Governor General in Council that a 
committee of officials and non-officials be appointed to inquire into the 
adequacy or otherwise of the resources at the disposal of Local Bodies in the 
different Provinces for the efficient performance of the duties which have 
been entrusted to them, and to suggest, if necessary, how the financial posi- 
t ion of these bodies may be improved. 

I think, niy Lord, I ought to state at the outset why it is that I am 
raising this question here today when it was one of the subjects into 
which the Decentralization Commission^ inquired only four years ago, 
and when the recommendations of that body are still under the consi- 
deration of the Government of India and the Secretary of State. My 
reasons for adopting this course are first, that, though the Decentraliza- 
tion Commission went at some length into the general question of local 
self-government, its inquiry into this particular branch of the subject, 
namely, the adequacy or otherwise of the resources at the disposal of 
local bodies, was extremely slight ; and secondly, the very fact that the 
matter is at present under the consideration of the Government of India 
makes the present an opportune moment for raising this disoussion here, 
because even if the Government are unable to accept this motion, 
it will be an advantage that the views of non-official members 
on this subject should be before the Government before a decision is 
arrived at. 

My Lord, in speaking to my Resolution about District Advisory 
Councils the other day^ I pointed out how the reforms that have been 
introduced during the last five years have liberalized the character of 
the administration so far as the Secretary of State’s Council and the 
Executive and Legislative Councils of the Government of India and 
the Provincial Governments are concerned. The district administration. 


1, see foot-note 2 on p. 150. 
Q.-47 
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however, continues to be where it was 100 years ago, emd local self- 
government too continues', to be where it was carried by the late 
Marquis of Ripon^ about 30 years ago ; and I strongly feel, my Lord, 
that there must be important reforms introduced in respect of both 
these, in order that all parts of the administrative machinery should 
be brought into closer correspondence with one another. My views on 
the subject of district administration I have already laid before the 
Council. It is true that the motion was lost that day, but that does 
not mean that the last word on that subject has either been said or 
heard. 

Today I propose to speak on the subject of local self-government. 
This subject may be considered under three heads : (1) the constitution 
of local bodies, (2) their powers and functions, and (3) the resources at 
their disposal. Of these three, the Decentralization Commission have 
gone in some detail into the first two, and their recommendations in 
regard to them are also fairly liberal, and I do not therefore wish to 
say anything about them on this occasion. 1 agree entirely with the 
recommendation made by the Commission that stops should now be 
taken to create village-panchayats in selected villages throughout 
India ; 1 also agree that steps should be taken to establish what they 
call * Sub-District Boards ’ in those Provinces where they do not at 
present exist. One essential condition of the success of local self- 
government is that those who take part in it shouKl po^sesis a personal 
knowledge of the area under their management, or, at any rate, should 
be able to acquire that knowledge without much difficulty. This 
condition can well be fulfilled in regard to villages and sub-districts ; 
it is difficult for it to be fulfilled in regard to District Boards, as our 
districts are so large. Therefore, I think our real local self-govern- 
ment should start with villages, and stop with sub-districts ; the 
District Boards may exercise only general supervising and co-ordinat- 
ing functions, and then, if the Government choose, the other functions 
of an advisory character, of which I spoke the other day, might 
gradually be transferred to them. 

Financial Position of Local Bodies 

Turning now to the question of the financial position of local 
bodies, with which alone I am going to deal today, I do not wish to 
dist inguish between District Boards and Sub-District Boards for this 
purpose. For today’s discussion, I will take them together as represent- 
ing rurtd self-government just as municipalities represent urban local 
self-government Now, my Lord, let us take a bird’s-eye view of the 


' 1-. see foot-note -1 on p. 32 
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whole xMJsition of local self-government in the country. There are alto- 
gether 717 Municipalities in the country, 197 District Boards and about 
517 Sub-District Boards. There are besides about 450 small Union 
Committees,— 389 in Madras and 61 in Bengal; but 1 will leave them 
for the present out of account. The population in municipal areas is 
roughly about 16 millions, which means about 7 per cent. That is the 
urban population, the remaining 93 per cent, being entirely rural The 
highest percentage of urban population is in the Bombay Presidency, 
where it is 18 per cent., and the lowest in East Bengal, where it is only 
2 per cent. There are no rural boards in Burma ; there are only Su^ 
District Boards in Assam, and no District Boards. In the United 
Provinces the Sub-District Boards have been recently abolished, and in 
the Punjab they have largely disappeared. Coming to the question of 
revenue, and first taking the four leading Municipal Corporations of 
Bombay, Calcutta, Madras and Rangoon, it will be found that their 
total revenue is 2^ crores. The average revenue of the remaining 713 
Municipalities is only about 55,000 rupees each. The incidence of 
taxation is highest in Rangoon, ( and I think on this point my Hon*ble 
friend Mr. Gates* distinctly scores ), being tts high as 11*61 rupees per 
head ; Bombay City comes next with Rs. 10 per head, Calcutta follows 
with Rs. 8|, and Madras comes last with a little over Rs. 3 per head. 
For the remaining mufassal areas, the average is about Rs. 2 per head 
in Bombay, Punjab, Burma and the North-West Frontier, in the Cen** 
tral Provinces Jt is1.S rupees ; in the United Provinces and Bengal it is 
a little over Rs. 1|, and in Madras it is only Rs. If. In Bombay, the 
United Provinces, the Punjab and the Central Provinces a large part of 
the municipal revenue is derived from octroi. In other Provinces there 
is no octroi. There is in Madras, however, a toll levied on roads, and 
Bombay and Assam also levy it. The principal revenue in Madras 
and Bengal is derived from taxes on houses and lands, Bombay, the 
Central Provinces and Burma also levying such taxes.* In some 
Provinces there are taxes on professions and trades, and in all on carts 
and vehicles. 

The Municipal Boards have powers of taxation within certain 
limits with the previous sanction of the Local Government The 
rural Boards have no power of taxation ; they are limited to what is 
known as the one-anna cess. In raiyatwari areas it is levied on the 
Government assessment, and in other areas It is assessed on the annual 
rental value of land. The total revenue from taxation from Provincial 
rates in rural ureas is about 2| crores, and another 2f crores is received 
from various sources, including a small grant from Government This 
gives us an incidence of less than 4 annas per head. 'The Local 


1, see foot-note on p. 195. 
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Boards, moreover, do not get the entire proceeds of this one>anna oess 
in all the Provinces. In the United Provinces one-third is taken by 
Government for village chaukidari police, and in the Punjab 20 per 
bent, has to be paid to the Government for general services. In Bengal 
a tkntion goes to the Government for public works cess, and in the 
Central Provinces only 5 per cent, of the land-revenue is levied as 
one-anna cess and goes to local bodies. 

Functions of Local Bodies 

Turning now to the functions of these bodies, briefly speaking, we 
may say that they are the care of health, of education and of roads or 
o<»nmunications. Enumerating them in greater detail, we find that 
Municipalities are entrusted first with the duties of construction, up- 
ke^ and laying of streets and roads and the provision and maintenance 
of public and municipal buildings; secondly, the preservation of the public 
health, principally with reference to sanitation, drainage, water-supply, 
provision of medical relief, vaccination, and measures against epidemics; 
and thirdly, education. And the rural Boards are entrusted with 
the maintenance and improvement of roads and other communications, 
education, especially in its primary stages, the upkeep of medical 
institutions, sanitation, water-supply, vaccination, veterinary work, 
oonstJruction and maintenance of markets, and charge of pounds and 
ferries. My Lord, one has only to enumerate these functions and 
contrast their wide range with the extremely meagpro character of the 
resources which I have already mentioned to realise how unequal— how 
pitifully unequal — the resources of Local Bodies etre to a proper perform- 
ance of the functions which have been entrusted to them. Fortunately 
this point is one on which officials and non-officials are practically all 
agreed. The little evidence which appears on this subject in the 
proceedings of the Decentralization Commission goes to show that 
there is no eubstantial difference of opinion between the two. Who 
that takes this situation into consideration can wonder that things are as 
they are as regards the provision for health or sanitation, for education 
or for roads in the country ? My Lord, only about 3 per cent, of our 
towns have got a filtered water-supply, and even a smaller proportion 
have got efficient drainage. Then in villages, in rural areas, over the 
greater parts of the country, good potable water is a crying want. The 
total number of hospitals and dispensaries in the country is less than 
2,700, and disease carries away annually between 70 and 80 millions*, 

1. Sir James Mestoa ttdd io his reply to Gokfaale : There are ia his speech two 
mlaor correctioos, which perhaps I may be allowed to place before this Council. One 
la lam sure, a pure slip. He described the mortality in India as 70 millions ; he meant 
7 millions. The other correction required was in Gokhale's assertion that land-revenue 
is taxation. *' 
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at least one-third of which mortality ought to be preventible wiidi 
better sanitation and better water-supply. The masses of the people 
are sunk in dense ignorance. I do not think it is really necessary to 
dwell on this aspect of the question more than I have dona As 1 have 
already observed, there is practically no difference of opinion between 
officials and non-officials in the matter. 1 will, however, refer briefly 
to the evidence tendered on the subject by three important witnesses 
before the Decentralization Commission. The first witness whoml 
will quote is Sir Herbert Bisley*, now alas no more with us. Sir Herbert 
Risley — we all recognized, whether we agreed with him or differed 
from him— always approached a question from the standpoint of a 
scholar and thinker, and his evidence on the subject was remarkable. 
This is what he says : 

It must be admitted that the resouroes of Distriot Boards and Municipalities 
are not sufficient to enable them to work up to modern standards of administration. 
In Municipalities this is moat conspicuously the case. 

The second authority that I will mention is that of the late Sir 
John Jenkins*, whose recent death everybody in this Council sincerely 
deplores, the strength and liberality of whose views it did not take us long 
to appreciate, and to whose high qualities your Excellency paid, if I may 
presume to say so, a befitting tribute only the other day. Sir John 
expressed himself sn this question with characteristic decisiveness. 
He pointed ou£ that the resouroes at the disposal of local bodies were 
exceedingly meagre, and he said that, considering tliat they were so 
meagre, it was no wonder that more interest was not felt in the work of 
local bodies. If local self-government was to be a success in this 
country, he strongly held that the resouroes of local bodies must be 
largely increased. My third authority will be my Hon'ble friend Sir 
James Meston*, who will soon be translated, we all rejoice lx> think, to 
a higher sphere which he is bound to adorn, and where 1 hope he will 
remember that the eyes of those who have learned to admire him in 
this Council will still be on him. 1 hope my Hon’ble friend proposes 
to take part in today’s discussion. Only, if he does, I hope he Mdll 
remember that 1 have got his evidence before me, and that 1 have the 
right of reply. The Hon’ble Member is very clear and emphatic in his 
evidence as to what is neoesseuy. It will take time to read what he 

1. 9ee foot-note on p. 151. 

2. Sir J* L. Jenkins, i, c. s., Commlsftioner of Customs, Bomlmy (3,903) 
member, Executive Council, Bombay (1908^10); member, Viceroy’s Executive 
Council (1910-12 ), 

3. sea foot-note on p, 102. 
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Bays, but, briefly speaking, he strongly advocates that the resources at 
the disposal of local bodies should be largely increased. And he says, 
especially speaking of District Boards, that there should be quinqueu' 
nial settlements made by Provincial Governments with them as to the 
additional revenue that should be allotted to these bodies. My last 
authorit 3 ^-last but not least— will be the present Home Member*. In 
a speech which he delivered some time ago in the Central Provinces, 
the Hon'ble Member dealt with the question as to why local self-govern- 
ment was not a greater success than it was, and he said that, consider- 
ing the fact that the resources at the disposal of the local bodies were 
so extremely meagre, the surprise }vas not that they had not done 
better, but that they had done as well as they were doing. I think, my 
Lord, 1 need not adduce any more testimony on the point that the 
resources at the disposal of local bodies are very slender, and that, if 
local self-government is to be a success in this country, they ought to 
be largely increased. The Decentralization Commission have expressed 
the same opinion. Unfortunately the Commission had to inquire into 
a hundred different subjects, and therefore this particular subject, 
namely, the adequacy or otherwise of local resources, received the 
scantiest possible attention from them. And I feel compelled to say 
tliat the manner in which they have dealt with this question is abso- 
lutely perfunctory. They say that municipal bodies have powers of 
taxation ; therefore they should raise extra taxation and thus meet 

I * 

their requirements. They did not, however, inquire into the question 
whetlier there was any margin, what was its extent and how far it 
could be utilised at once. In regard to rural Boards, they propose cer- 
tain small measures of relief — transfer of certain charges from here to 
there and so forth ; only one substantial suggestion they make, and 
that is, that the 25 per cent, supplementary grant, that is |th of the 
proceeds 5f the one-anna cess roughly— which the Government have 
been making to rural Boards since 1905 should be increased 'if circum- 
stances permitted.’ Nothing more definite, however, than 'if circum- 
stances permitted. I must say that the whole question has been dealt 
with in a most unsatisfactory manner, considering its impmrtance, and 
it is therefore that I urge that a fresh and thorough inquiry into this 
special subject should be ordered— an inquiry similar to what was made 


1, Sir Reginald Henry Craddock ( 1864-1937 ) Chief Comm'.ssioner, C, P* 
(1907); Home Member, Government of India. (1913-17): Lt.-Govemor, Burma 
(1917-33); member, Royai Commission on the Superior Civil Services in India 
nader the chairmandiip of Lord Lee (1923-24 ); entered Parliament ( 1931); served 
as a member of the Joint Select Parliamentary Committee on Indian Constitutional 
Reform ( 1933) ; author of The Dilemma in India ( 1929). 
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in England by the Royal CommiBsion* on local taxation. My Lord, it 
may be said by some that after all, if local bodies wanted more money, 
they should tax themselres more and thus provide this money. What 
margin there is for such additional local taxation, what is the total 
incidence of Imperial and local taxation, and how far the proceeds of 
taxation are equitably distributed between the Central Government and 
local bodies, are, however, questions of great importance and require a 
careful examination. One thing I want to point out clearly to this 
Council today, and it is that it cannot be justly urged, taking the 
imperial and local burdens together, that the people of this country, 
relatively to their resources, contribute less in taxation than the people 
of Western countries. This is really very important, and 1 must there- 
fore deal with it in some detail. My contention is that relatively to 
their resources the people of this country contribute the same proportion 
of their income as taxation, imperial and local together, that the people 
in leading Western countries do. There are three different systems of 
local self-government in the West. The first is the American system; 
the second is the English system; and the third is the Continental 
system, of which I will take France as the type. In America, the local 
authorities have independent revenues of their own— absolutely inde- 
pendent revenues. But they also enjoy complete immunity from the 
control of the State. As our circumstances are wholly different, the 
American analogy ^ill not do for us, and therefore I will not say any- 
thing more ab&ut America. In England the local bodies derive a large 
part of their revenue from their own rates; then certain revenues have 
been made over to them by the Central Government as assigned 
revenues in recent times— this was carried out by Mr. (now Lord) 
Goschen’ in 1889— and in addition they receive certain grants from the 
Exchequer. Thus what they raise from rates is supplemented by cer- 
tain revenues known as assigned revenues and by grants from the 
Exchequer. In France, the local bodies derive a large part of their 
revenue by the simple process of being permitted to add extra centimes 
to the taxation which the Central Government levies from four ‘Direct 
Contributions'; and this is a very important proportion of the resources 
of local authorities in France. Our system of local self-government in 
India is more similar to that of France, where the control of the Central 
Government over local authorities is much more stringent than it is in 
England; but as our future development will have to be more on English 

1. Appointed by the British Gov.n'nment in 1896 with A. J. Balfour as chair- 
man “ to inquire into the system of local taxation. ' Its report was published during 
1899-1902, 

2. George Joachim Goschen ( Viscount Goschen) { 1831-1907 ), Prerident, Poor 
Law Board, (1868); First Lord of the Admiralty, (1871) ; Ambassador at Coastantinople 
(1880); Chancellor of the Exchequer, (1886-92); Chancellor, Oxford University, (1903)’ 
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lines, I think it is necessary for us to study carefully both models, the 
English and the French. 

Comparison of Local Bodies here and in Europe 

My Lord, there are certain important differences in the functions 
and responsiblities of local bodies in England and France on one side 
and in India on the other which must be noted. In the main the 
functions belong to the same category, but in England and France 
they are much more highly developed and cover a much wider range. 
Moreover, in England and France local authorities have to maintain 
their poor, whereas in India the 'people do it themselves out of their 
own private expenditure. In Great Britain, with the exception of the 
Metropolis, the police charges are thrown on local bodies, the State 
contributing half of the cost as grant. In Ireland, however, the police 
charges come from the Exchequer. In France the police charges are 
borne by the Central Government. I mention these differences because 
they have to be taken into account in instituting a proper comparison. 
Now, my Lord, taking the figures for 1909 — the figures for 1910 will 
not do as, owing to the rejection of the Budget by the House of Lords, 
a large part of the revenue did not come in during the year, and the 
figures for 1911 are swollen by the realization of the previous year’s 
arrears— taking the figures for 1909, we find that in that yem in 
England, confining ourselves strictly and solely to, tgkxation, and 
excluding Post Office and such other rceipts, the State raised about 
130 millions. In that same year, the local authorities raised altoge- 
ther from taxation, pure and simple, about 70 millions. This means a 
total taxation revenue of about 200 millions altogether, t>. 130 
millions central and 70 millions local. About the same time, taking 
the latest figures available for France, we find that the State raised 
about lf3 millions from taxation and the local authorities — the 
Departments and Communes— raised by taxation about 40 millions ; 
altogether 153 millions. In India, taking the revised estimates for 
the current year and omitting, from the revenue under principal heads, 
opium, provincial rates, and forest and tributes, we find that our 
revenue was about 46 ^ millions sterling roughly— between 46 and 47. 
And taking the revenue raised by taxation by local bodies for the last 
year, we find it was about 3J millions— a little over 3^ millions;— thus we 
raised by taxation 46^ millions imperial and provincial, and 3^ millions 
local, or altogetlier about 50 millions sterling. Wo thus find 200 
millions raised in England, 153 millions in France and 50 millions in 
India. 

Let us now see what proportions these amounts bau to the total 
national income of these countries. In England at the present day, 
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the average income per head is taken at about £40 ; and the population 
may be taken at about 45 millions. That means a total national 
income of about 1,800 millions ; 200 millions out of 1,800 mill Inns 
means aboiit 11 per cent, of the whole national income in England. 
Thus, in the year 1 have taken, 11 per cent, of the whole national 
income was contributed by the people for imperial and local purposes 
in the shape of taxation. In France, the income is now taken at 
about £30 per head, and the population is about 40 millions. The 
total national income is thus about 1,200 millions, out of which about 
153 millions were taken for imperial and local purposes. This gives us 
a proportion of about 12| per cent, for France Now in British India 
our population is 230 millions. There is some difficulty as to what 
should be taken as our average income. There are various authori- 
ties who have given various figures. The late Mr. Dlgby* calculated 
it at only £1 per head. Our great and venerable countryman, Mr. 
Dadabhoy Naoroji^, calculated it at Rs. 20 per head. Lord Cromer*, 
with the assistance of Sir David Barbour* — himself later on one of 
the soundest Finance Ministers of the country, who was then Financial 
Secretary — calculated it at Rs. 27 per head. Lord Curzon* — for 
controversial purposes ( and that to a certain extent reduces the value 
of his estimate )— estimated this average income at £2 per head. 
Let us, however, for argument’s sake take the highest estimate^ 
Lord Curzon’s estimate. Two pounds per head for our population gives 
us 460 millions'. Out of this national income for the whole country, 
our total taxation, imperial and local, for the current year is, as I 
have shown, about 50 millions. That gives us also a proportion of 
about 11 per cent, of our national income. We thus find that of the 
total national Income about 11 per cent, is contributed in imperial 
and local taxation in England ; about 12^ per cent, in France ; and 
about 11 per cent, in India. When it is further rememjrared that 
the charge for the poor in England amounts to about one per cent, of 
the national income, and that that charge is borne privately by 


1. William Digby ( 1849-1904 ), staunch advocate of self-government for India; 
secretary, British Committee, Indian National Congress, (1889), and editor of its 
weekly organ India, (1890-92) ; editor, Madras Timcs,i(\dm), author of *lYosperou8 * 
British India (1906). 

2. Dadabhai Naoroji ( 1825-1917 ), one of the founders of the Indian 
National Congress and thrice its President ( 1886, 1893 and 1906 ) ; founder, East 
India Association, (1867); taught Gujarati in the University College, Ijandon; Dewan, 
Baroda States (1874) ; member, British House of Commons, (1892); member, Welby 
Commission (1897) ; author of ' Poverty and un-British Rule in India ’ ( 1901 ), 
' England’s Duty to India*, * Financial Administration of India', etc. 

3. see foot-note 2 on p. 14. 4. see foot-note 3 on p. 8« 

5. see foot-note on p. 97, 

a,-48 
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oorselves in this country, we may put our proportion also at 12 per 
cent, of the whole national income. It is quite clear therefore from 
these figures— and they may be relied on for general purposes— that 
relatively to our resources we contribute the same proportion of our 
income in the shape of imperial and local taxation. 

Unfair Distribution ot Revenue Between 
Imperial and Local Services 

But where the trouble comes in is in its distribution. The revenue 
thus raised is distributed in this country much more unfavourably 
to local bodies than happens to be the case in England and in France. 
In England, &b I have already explained, the local bodies had in 1909, 
70 millions of their own; in addition they received in that year grants 
—assigned revenues and grants — from the Central Government 
amounting altogether to no less than 28 millions. They thus received 
altogether about 98 millions out of a total of 200 millions, and this, 
exclusive of the charges for police in Ireland and in the Metropolis. 
Thus the total of 200 million pounds raised by taxation was practically 
divided half and half between the Central Government and local 
authorities, the Central Government taking half for central purposes 
which have been described as ‘onerous’ purposes, and the other half 
going to local authorities for what are called ‘beneficial’ purposes. In 
France, in addition to the revenue raised by taxation l;y the iooal 
authorities, they received a little over 2 millions as grants from the 
Central Government. Taking into consideration these grants, as also 
the grants for education and the expenditure for police, we find that 
about 95 millions represented the expenditure of the State for central 
purposes out of this 153 millions, and about 58 millions represented 
local expenditure, including police and educational expenditure among 
the local, Tor making a uniform comparison. This gives us a propor- 
tion of about two-fifths for local and three-fifths for the State. In 
India it will be found that, even including the Government expenditure 
on police, education and medical relief in local expenditure — I include 
the police in India among ‘beneficial’ services with considerable hesita- 
tion — we still find that the Central Government took last year about 
40 millions out of a total of 50 millions for its own purposes, i e. four- 
fifths; of the remaining 10, millions, too, more than one-half — nearly 
two-thirds — was administered by the State itself, only a little less than 
one-half being administered locally. Here then is the real root of our 
trouble. It is not that we pay less for imperial and local purposes, but 
that what we pay is distributed so unequally between Imperial 
and local eervioes in this country. The Central Government here 
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takes A much larger proportion than what is done in England 
or France. 

Now, my Lord, I do not say that this can be remedied at once; but 
some way must be found to secure a larger proportion for local bodies. 
There is one circumstance of a most striking character to which I 
must invite the attention of the Council. The total contribution from 
land is distributed in an altogether different manner here and in 
England or France. In England the bulk of the contribution that 
comes from land goes to local bodies, the Central Grovernment receiving 
only a very small amount as land-tax. In France more than half the 
contribution from land goes to local bodies. For the year which I have 
taken into consideration, for every hundred centimes levied by the 
State from land, there were 130 centimes levied by the Communes and 
Departments together. In this country, however, the division is in the 
proportion of 16 to 1, that is, sixteen-seventeenths goes to the State and 
only one-seventeenth to local bodies. Now there we have really a very 
serious grievance. 1 know that it will be said that in this country the 
land belongs to the State; but after all it is only a theory, and a mere 
theory cannot change the character of a fact. And that fact is that 
the total contribution from land is distributed in India in a proportion 
which is most unfair to local bodies. If we could get for our local 
bodies a much larger share of the contribution from land, even if the 
proportion viaB,not *as high as in the West, most of the financial 
troubles of those bodies will disappear. Of course, my Lord, I do not 
mean that any large proportion of the land-revenue can be transferred 
at once to local bodies. But 1 urge that, in consideration of this differ- 
ence, the Government should help our local bodies with large recurring 
grants. In any case, the whole question requires to be carefully con- 
sidered. A great authority on finance, Mr Bastable^, in the chapter on 
local taxation in his PufUic Finance, points out that land is ''pre-emin- 
ently a source from which local taxation must necessarily be largely 
drawn; and he points out that in rural areas, there is hardly anything 
else from which a local revenue can be derived. This is Bastable’s view 
and I think his authority must be acknowledged by every one. I there- 
fore urge, my Lord, t^t a careful and thorough inquiry into this 
question is absolutely necessary, by a body of men qualified to deal 
with the subject, who should confine themselves to this sole and single 
question of the adequacy, or otherwise of the resources of local bodies, 
The Committee should inquire into, first of ail, whether the present dis- 

1. Charles F^BastabUt Vroiesaot ot Political Economy, Dublito University; 
Professor of Jurisprudence and Politicid Economy, Queen's College, G^way 
( 1883*^1903 ) : author of Theory of International Trade, Commerce of Nations, 
and Public Finance, 
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tribution of resources between the Imperial Government and the local 
bodies is a fair one; secondly, in what ways the Central Government 
can come to the assistance of the local bodies— whether any revenues 
can be assigned as is done in England, and, if so, what; to what extent 
steadily increasing recurring grants*in-aid can be made from the 
Imperial Exchequer to the local bodies ; and whether there is any 
margin for additional local taxation, and, if so, to what extent I, for 
instance, would revive octroi in Bengal and Madras. The theoretical 
objections against octroi will, I think, not do in this country at our 
present stage. If you disallow octroi, you shut out an important and 
fairly large source of revenue for pur local bodies. My Lord, 1 urge 
this inquiry because the whole future of our local self-government 
depends upon this. It is freely admitted by every one — by the Govern- 
ment and by the non-ofiicial public alike— that there can be no more 
potent instrument of political education for the mass of our people 
than local self-government. It is on this account, as also because the 
interests of health, education and communications, which are in the 
charge of local bodies, are of the utmost importance to the community, 
that I urge a sympathetic examination of this questioa My Lord, the 
Hon’ble the Finance Minister^ told us, the otW day— he said he was 
committing an indiscretion, but the country is grateful to him for that 
indiscretion— that, in one of the first conversations he had with your 
Excellency, you stated to him that it was your earnest desire specially 
to promote the interests of education and sanits^ion^n'this country 
during your administratioa My Lord, there can be no nobler gift 
bestowed on humanity than the two gifts of health and knowledge. We 
all fervently pray that your Excellency may be enabled to realise this 
ambition of your heart. But if the ambition is to be realised, it can 
only be by strengthening the financial position of local bodies, because 
both sanitation and education can be promoted in the land only 
through the instrumentality of local bodies. I, therefore, earnestly 
trust that the Government will direct an inquiry such as I have 
proposed. The question is a very large one, and it has got to be dealt 
with in a large way. Unless it is so dealt with, unless local bodies 
are enabled to discharge the functions which have been entrusted 
to them properly, not only will local self-government prove 
a failure, but those great interests, those sacred interests, which 
have bMn made over to them— the interests of health and 
education- will also suffer. 

My Lord, 1 move the Resolution which stands in my name. 


1, see foot-note on p. 296. 
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{ Replying on the debate which ensued, Ookhale spoke as fdloum : ] 

My Lord, I was glad to hear the assuranoe which the Hun'ble Sir 
James Meston gave that the Government will consider the opinions 
expressed in the course of this debate in passing final orders on the 
recommendations of the Decentralization Cbmmission. The delay in 
passing such orders has already bean very considerable, and I hope the 
question will be dealt with very early now. Of course, we know that 
the wheels of the Government do grind slowly ; only I am not sure 
that they grind ' exceeding small' However, 1 sincerely trust we shall 
not have to wait very much longer mow. 

As regards the question of land revenue — whether it was rent or 
tax, and whether I was right in including it among the proceechi of 
taxation ^the Hon’ble Member has raised again the old controversy to 
which by anticipation I had briefly referred. I will, however, mention 
in this matter a great authority on the subject— an authority which I 
hope will satisfy even the Hon’ble Member. One of the most disting- 
uished Finance Ministers that the Civil Service ever gave to India 
was Sir David Barbour. Now, Sir David Barbour, as I have already 
stated, assisted Lord Cromer in his inquiry into the income in India 
per head, an inquiry which was made in the early eighties. The 
report, setting for^h the final conclusions of that inquiry, has been 
treated by ‘’Government, curiously enough, as a confidential docu- 
ment. On several occasions a demand was made in the House of 
Commons for the production of that report, but the Secretary of State 
invariably resisted it on the ground that the papers were confidential. 
By an extraordinary chance, however, I came across a copy of this 
report in the Imperial Records— I found it among a heap of books in a 
neglected corner. On the outside the volume had nothing tp indicate 
that it was of a confidential character ; inside, however, the word 
‘ Confidential ’ was printed in a corner. 1 asked the librarian, as the 
bode was there rnnong other books, if 1 could use it, and he said I 
could, as well as any other book in the room ! Now in that report. Sir 
David Barbour gives his deliberate opinion that our land-revenue must 
be included among the contributions made by the people, and he gives 
most excellent grounds for that opinion. He says : the only question 
that has to be considered is, of the total wealth produced by the o<nn- 
munity, how much is required by the Government for the purposes 
of administration ? It is quite clear that if the Goveriunent did not 
take this land-revenue from the pecple, it would remain with the com- 
munity and would fructify in its pockets. In that respect land-revenue 
stands precisely on the same level as the proceeds of the salt-tetx 
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or any other taxes, and therefore in estimating the totsd oontributiod 
of the people for the expenses of the Oovernment, land-revenue, he 
says, must be included. 

My Hon'ble friend also said that if once the principle of regular 
grants was introduced, there was danger of local bodies pressing 
Government for more and more money, and that would be irresponsible 
finance. I will tell the Hon’ble Member a little story by way of answer 
to that A little child that has to trudge a long way to school asked its 
father once to give it a penny for a bus ride. The father, however, 
tried to point out that children that drove in carriages were also dis- 
contented, that they aspire to drive in taxis and motors, and that it 
was therefore best to resist his request for a penny for a bus ride. My 
Lord, we are not even at the beginning of the system of grants-in-aid ; 
when we get substantial grants, 1 think it will be time enough for the 
Government to talk of the possible abuses of the system. Moreover, 
the Hon'ble Member forgets that there is an important safeguard 
against any such abuse in this country. In England a private Member 
has plenty of influence : here we can only bring up questions for dis- 
cussion, and until the constitution of this Council is remodelled, the 
Finance Department, I am quite sure, in spite of what the Hon’ble 
Sir Guy Fleetwood Wilson said at the end of his speech, can well go 
to sleep. They have nothing to fear from us, poor non-official members 
of this Council I * < 

One more remark of the Hon’ble Member 1 must notice, namely, 
that the additional centimes in France were demoralising. 1 have 
no personal knowledge of that, but 1 am not quite convinced that 
the Hon’ble Member is right. Our one-anna cess is already in the 
nature of ‘ additional centimes, ’ and the Government liad no 
objection td» that. If you will not have this provision of centimes, you 
will have to depend upon grants-in-aid or assigned revenues. How 
else were our rural bodies to derive their revenue ? Either the one or 
the other way must be adopted, or else, let it be said straight off that 
no more money could be found for local bodies. Now, as has been 
pointed out by Bastable, land is the only source from which rural 
bodies can derive the bulk of their income. But in this country land 
is already taxai up to the hilt, and therefore, unless the Government 
OMnes forward to make a liberal contribution to the local bodies, I do 
not see any other way in which local bodies can be really helped. 

As regards what has fallen from the Finance Minister, it is quite 
true that there are Provincial Governments intervening between the 
Government of India and the local bodies. But the distribution of the 
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proceeds of oar total taxation between imperial and local id a matter 
that principally concerns the Imperial Government and not the Provincial 
Governments, who, I am sure, will be simply glad to pass on to the 
local bodies the money that the Imperial Government may place at 
their disposal for the purpose. Moreover, your theory is that all the 
revenue belongs to the Imperial Government and the money that goes 
to the Provincial Governments is placed by you at their disposal as 
your agents. If you claim that, the responsibility also to find all the 
money required rests on you. 1 can assure the Hon’ble Member that 
if he is able to place recurring grants intended for local bodies at 
the disposal of the Local Governments, they will only be too glad 
to pass on these grants to local' bodies. Therefore, action must 
be taken here by the Imperial Government and not by the Local 
Governments. 

Then the Hon’ble Member says that recently grants have been 
given for sanitation. Yes, but they are non-recurring grants. You 
may give non-recurring grants from time to time whenever you are in 
a mood to do so. What 1 want is large recurring grants regularly 
provided out of the Budget for local bodies. The provision should be 
independent of what the state of the finances may be— prosperous or 
otherwise. I shall not object to additional taxation if necessary in 
order that this provision might be made. Education, sanitation and 
communicatioQS services that require to be looked after quite as 
well as those that the Imperial Government has taken charge of. The 
Hon’ble Member says that if a committee is appointed, the members 
might look to the requirements of the local bodies, and the require- 
ments of the Imperial Government might be loft out. But all the six 
or seven members of the Imperial Gk>vernraent are constantly there 
and have been there, all these years, to think of the requirements of 
the Imperial Government Only these two years a member hal been put 
into this charmed circle to think about local bodies and their position. 
The influence of this new Department is already seen in the increased 
grants that we have received for education and sanitation during the 
last two years. 1 am glad that the Hon’ble Member in charge of 
Education and Sanitation is now there to pul continued pressure on the 
Finance Department. All the other members, however, are there every 
day ifi think solely of the Imperial requirements. My Lord, it is the 
local requirements that in the present scheme of things have no great 
chance of being considered. I therefore urge that Government should 
aigwint a body to make an inquiry not into a hundred spbjeots, but 
into this one sole single subject. I am quite sure that some day or other 
the Hon’ble Member will have to make an inquiry, and then even the 
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juggler’s illustration^ may come true. Bat considering the assurance 
which has been given the Finance Department, namely, that the 
views expressed today will receive consideration when diEposing of 
this question, 1 am content not to press this Besolution today and 
I therefore beg to withdraw it. 

( The resolution was withdrawn. ) 


1. The Fioance Member had said towards the end of his speech ; “Whenever 
Mr. Gokhale advocates a policy to which he attaches much importance, I am 
irresistibly reminded of the Indian juggler who sows a mango seed in a flower pot 
and covers it over with a cloth. In an extraordinarily brief space of time be removes 
the cloth, and behold there is a goodly mango tree in full bearing. So it is with 
Mr. Gokhale, He advocates a certain reform. We give him the mild answer which 
tntneth away wrath, and we think we have before us an appreciable breathing time. 
But Mr. Gokhale has sown his little eeed in his little flower pot ; he has covered 
it over with his little cloth, and within an incredibly short space of time he removes 
bis little cloth and presents to our astonished vision a tree bearing, not only leaves, 
hot only buds and flowers, but a goodly crop of wholesome fruit. ** 
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\0n Friday, the S2nd March 1912, Lord Hardinge, the Vicerq/, preside 
ing, Sir Vithaldaa Thacker My moved a Resolution in the Imperial Legi^ar 
tive Council reconiniending the ihroioing open of Indian mints to the free 
comtge of gold, Ookhale, in supporting the Resolution, spoke as follou's :] 

My Lord, I beg to support this Resolution. My Honlile friend Sir 
Vithaldas Thackersey has referred to certain remarks which I had made 
on this subject in this Council a few years ago, and he has invited me 
today to develop my view still further. 1 do not know that there is much 
to develop, but I will briefly state what I think of one aspect— an impor* 
tant aspect— of the matter. In dealing with the question of high prices 
in 1908*1909, 1 had to give some thought to this question of the coinage 
of rupees and this was how I expressed my views on the occasion ; 

It seems to me that the only way now out of our difficulties is to follow the 
example of France and the United States, and while admitting the rupee to 
unlimited tender, stop the coinage of new rupees and coin gold pieces instead. Of 
course I express this opinion with great diffidenoe, for there are serious consi- 
derations on the other side and the whole subject is enveloped in great 
obscurity. But I fear that the present half-way house will not do, and unless we 
place our currency on an automatic and self-adjusting basis, the clouds that are 
already overhead will thicken and not roll away ^ 

The clouds that I specially referred to were clouds of high prices 
and also of derlain apprehensions in connection with the adequacy or 
otherwise of our gold standard reserve to maintain the level of 
exchange. My Lord, so far as the question of prices is concerned, that 
is a matter which is under some sort of inquiry at present, and I do not 
therefore want to go into it at any length. The fact that there are no 
additions made during the last three years to our total silver. currency 
has undoubtedly tended to ease the situation as regards prices. But if 
we are again on the eve of large additions to our silver currency, I feaj 
the question will be further complicated and the complications might 
possibly grow most serious. The view that I take of this matter is 
briefly this. The quantitative theory of money, as every student of 
political economy knows, holds good in the case of backward countries 
like India, much more than in the case of advanced countries which 
have a highly developed system of credit instruments. Now, in that 
view of things, {H'ioes are a function, to use a mathematical phrase, 
of three variables; they depend upon three factors— the volume of 
currency, the supply of commodities, and the demand for commodities. 
Any two factors being the same, they vary with the third footor, either 
directly or inversely, as the wlation may be, For instance, they vary 

1. aos p< 144, 
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directly with the volume of currency ; they also vary directly with the 
demand for commodities ; and they vary inversely with the supply of 
commodities. Now, assuming for the moment that the demand and 
supply continue normal, prices will vary according to the volume of 
currency. Of course it takes a fairly long period for these adjustments 
to take place, but I am stating only the tendency of things. Whether 
the total volume of currency that exists in circulation at any particular 
moment is adequate or otherwise depends upon a nxunber of considera- 
tions, the demands of new industrial developments in the country, 
increases in production, increased facilities for exchange and various 
other factor of that kind. But I am not going into that just now; I am 
simply considering tbe single phenomenon of prices in relation to the 
volume of currency, leaving everything else out as normal. :Now, what 
is the difference if you have an automatic self-adjusting currency such 
as we may have with gold or we had with siiver before the year 1893, 
and the kind of artificial currency that we have at present ? Situated 
as India is, you will always require, to meet the demands of ^ trade, the 
coinage of a certain number of gold or silver pieces, as the case may 
be, during the exports eason, that is for six months in the year. 
When the export season is brisk, money has to be sent into 
the interior to purchase commodities. That is a factor common 
to both situations whether you have an artificial automatic gold 
currency as now or a silver currency. But the difference is this. Daring 
the remaining six months of the slack season there, is undoubtedly 
experienced a redundancy of currency, and under a self-adjusting 
automatic system there are three outlets for this redundancy to work 
itself off. The coins that are superfluous may either come back to the 
banks and to the coffers of Government ; or they may be exported, or 
they may be melted by people for purposes of consumption for other 
wants. But where you have no self-adjusting and automatic currency, 
where the coin is an artificial token of currency such as our rupee is at 
the present moment, two out of three of these outlets are stopped. You 
cannot export the rupee without heavy loss, you cannot melt the 
rupee without heavy loss, and consequently the extra coins must 
return to the banks and the coffers of Government, or they must 
be absorbed by the people. In the latter case, the situation is like 
that of a soil which is water-logged, which has no efficient drainage, 
and the moisture from which cannot be removed. In this country 
the facilities for banking are very inadequate, and therefore our 
money does not swiftly flow back to the banks or Govennent treasuries. 
Consequently the extra money that is sent into the interior often 
gathers here and there like pools of water, turning the whole soil 
into a marsh. I believe the fact cannot be gainsaid that the stopping 
of two outlets out of three tends to raise prices by making the 
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volume of currency redundant. If we had a gold currency in place 
of the present artificial silver currency, when there is a reduntocy, the 
people could re-melt gold coins into bulli<»i or export gold coins 
without loss; but the rupee being what it is, the people cannot melt or 
export it, because of the difference between its token and intrinsic 
values, and every rupee coined remains as a net addition to the 
currency. It has been estimated that an average of about three crores 
of rupees used to be melted annually by the people under the old 
system for purposes of ornaments, etc. Where the cost of carrying 
bullion from the ports into the interior exceeded the slight loss that was 
incurred by melting rupees, people ^melted rupees. And the present 
disability will remsiin as long as our currency remains artificial. As 
a matter of fact, those who suggested that our currency should 
be placed on its present basis had foreseen this, and they had 
recommended that the present should only be a temporary arrange- 
ment. The Fowler Committee* and other authorities have advocated 
a gold standard and gold currency, not a silver currency, as the 
permanent arrangement for this country. The time has come when 
we should consider whether we should not enter on the next stage of 
our currency policy and go in for the coinage of gold pieces, 
admitting silver, however, for the present to unlimited legal tender. 
But a time must come when silver will have to be restricted in amount 
as legal tender, a^d gold will then have to be the principal coin of 
the country.* My Lord, I support this Resolution. 

( The resolution was withdrawn, after the Finance Member bad 
replied that the matter was" under the consideration of the Secretary of 
State, and that no one would be more gratified than himself if the Secretary 
of State’s decision met the wishes of the mover of the resolution. ) 


GOLD STANDARD RESERVE 

{On Fridiiy,S3nd March 1912, Lord Hardinge, the Viceroy, prmtHng, 
Sir Vithaldaa Thackersey moved a resdvlion recommeruHng that a 
aubatanlial portion of the Odd Standard’ Reserve be held in gdd in 
India. Ookhale supported the resolution in the fdloumg words : ] 

My Lord, I wish to express my entire concurrence with my 
Hon’ble friend in all he has said. He has stated the case with that 
and practical ability which always distinguish his utterances, 
and I do not think anything more need be added to what he has said. 
I heartily sui^xirt his Resolution. 

( Sir Vithaldaa Thaokersey’s resolution was rejected, 24 voting for 
and 33 agmnd. ) 


1. we foot-nete on p. 114. 



Sec. Q : Bombay Legidative Conndl 

FINANCIAL STATEMENT, 1900-1901 

( Ookhale ims elected to the Bomlxiy Leginlatm CauncU by the 
District Local Beards of the Cmttral Ditmon in 1899. At a meeting of the 
Council held m Friday, the 34th August 1900, Lord Norlhcote, the 
Oovemor, presiding, Oukhede delivered the following speech on the 
Fmancial Statement for the year 190Q-1901 : ) 

Your Excellency,— Before venturing to offer a few observatioas in 
connection with the Financial Statement before us, 1 desire very 
respectfully to associate myself with what has fallen from your 
Excellency and the honourable members who have preceded me, about 
the great loss which the Administration of this Presidency has 
sustained in the sad and terribly sudden death of Mr. Nugent It is a 
mournful reflection that almost the last work of Mr. Nugent’s hands 
was this Financial Statement, for considering which the Council has 
met today. The Statement taken as a whole is a full and fair state- 
ment of (he financial position of the Presidency, and it breathes in 
many of its passages a spirit of large-hearted sympathy with the 
distressed poor, which calls for our grateful reoc^nitioni- We shall 
miss in the discussion of this statement Mr. Nugent’s clear and 
vigorous grasp of principles, his quaint humour, his directness and 
force. The loss of so able and devoted a public servant is bound to be 
felt at all times ; but, at this juncture, it is nothing less than a public 
calamity, when the Presidency has not yet emerged from a famine of 
terrible severity, and when its finances needed more than ever the 
guidance ' of his experienced hands. However, the Service of which 
Mr. Nugent was so distinguished a member is not poor in men of his 
calibre, and we have every confidence that his successor will deal with 
the situation in a generous spirit, and in a manner which will earn 
for the Government the abiding gratitude of the people. 

Four Years of Frightful Suffering 

My Lord, the last four years have been years of frightful 
Sufferings for the greater portion of this Presideni^. Famine and 
plague, plague and famine, these have been our lot almost without 
intermission. It is admitted, on all hands, that the last famine was 
absolutely unparalleled in its extent and intensity even in this famine- 
frequented land. Government have no doubt done much to relieve 
the situation, and for all that they have done the people Of this Pte- 



I1NA17CIAL STATBIMBKT^ 1900-1901 


189 

sidenoy are duly grateful It is also a pleasure to us to acknowledge 
the devoted efforts which many c^oers of Government, especial^ 
many District Officers, have made to save life and mitigate suffering. 
May I, in this connection, though I am not directly connected 
with his Division, offer my respectMl tribute of admiration to the 
Hon. Mr. Lely, Conunissioner of the Northern Division, for the splendid 
exertions which he has, by all accounts, throughout made to sctften 
the rigour of the calamity which has so largely overtaken the people 
of his Division. I hope, though 1 have heard nothii^ on this point 
one way or the other, that the Commissioner of my own Division was 
not behindhand in pleading for* indulgence and generosity in the 
treatment of the people belonging to his Division. But while the non- 
offioial public is glad to express its cordial appreciation of the devoted 
labours of many Government officers, and while we are by no means 
unmindful of the large amount of relief which Government have 
bestowed on hundreds of thousands of helpless human beings, I feel 
bound to say that, owing to the excessive rigidity of the system of 
relief adopted, the overzeal in the wrong direction of the several 
subordinate officials and such other causes, the actual administration 
of relief has not been as satisfactory as it might otherwise have been, 
or as Government themselves must have wished. 

Hsrsh Famine Relief Adminisfrafion 

> • 

Excessive concentration of labour on large relief works, excessive 
rigour in adhering to the provisions of the Famine Code, excessive 
tasking and excessive fining^ — these have, in several places, largely 
interfered with the effectiveness of the relief which Government 
intended the relief works to afford. Then gratuitous relief has been 
given in this Presidency on too restricted a scale Laiitly, in the 
matter of revenue collections, far less liberality has been shown to the 
stricken people here than they had a right to expect at the hands 
of the State, and in some cases unjustifiably harsh methods have been 
resorted to, mainly by overzealous subordinates, for realizing the 
Government dues. In offering this criticism I do not rely on mere 
general impressions, or the statements in newspapers. I respectfully 
ask leave to appeal to the testimony of figures. My Lord, last month 
a very interesting volume was presented to Parliament by command 
of Her Majesty, dealing with Famine Belief operations in British Ipdia 
during 1899-1900. This volume contains monthly reports made by the 


1. The Famine Relief Code, as it was io force at the time^ authorised the 
infliction of fines for short work if this was due to wilfulness and not ta weakness. 
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OovanunentiB to the Supreme Government on Famine Rdiaf 
operaticw ih their respective provinces. These reporte, available to 
the people of India only after they have been published at a distance of 
six thousand miles, bring down the narrative of Famine Belief to the 
end of March last, except in the case of Bombay, whose last report 
published in the Blue-Book is for February, 1900. The Famine noti- 
ficf^ioiis, however, published week after week in the Bombay Ooiwn- 
meni Gasetle, give much of the information contained in these Reports 
to the Government of India And, indeed, so far as the munbers 
relieved and sums expended on relief in Bombay are concerned, 1 have 
compiled my figures from the weekly notifications in the Bombay 
Oooemmera Gazette, and not from the incomplete reports published in 
the Blne-BooL 

Famine Relief In Bombay and C. P. Compared 

I have taken the period of eighteen weeks from 25th November to 
Slst March for purposes of my analysis and comparison, because it is 
only for this period that the Bombay Government have published 
figures of expenditme incurred on famine relief in their weekly notifi- 
cations. This period is a fair one for comparison also for two other 
reasons — first, that it includes one month of the time prior to the 
issue of Mr. Holdemess’’ December circular, which,,whatever may have 
been the intentions of the Government of India, was certailily unfortu- 
nately worded, and was issued at an unfortunate moment ; secondly, 
that the period is separated by a considerable interval from the month 
of May, when that fearful outbreak of cholera in Gujarat and else- 
where carried ofif thousands and tens of thousands, and practically 
upset the greater part of the machinery of relief. Now, my Lord, let 
us see ho\}r this dire visitation was dealt with in Bombay and the Cen- 
tral Provinces during this period. 1 take the Central Provinces for 
comparison, because, like Bombay, those Provinces had suffered from 
famine only two years previously. Such a comparison is also fair by 
reason of a general similarity of conditions in the two provinces as 
Tngarde the life and habits of the people in ordinary times, as also in 
reference to the extent and severity of the famine of last year. And 
what are the results of the comparison ? I find that, during this period 
of eighteen weeks, the Bombay Government relieved a total of 83 
mijlinn units of workers, 22*8 million units of dependante, and 6*7 
miHinn units of persons in receipt of gratuitous relief in poor houses or 
villages, or a grand total of 112*5 million units, the population of the 
affected area during this time being 10 millions. 


1. M* toot-note on p. 24. 
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During the same period the Government cvf the Central Fiovlnoee 
relieved a total of 114’6 million units of workers, 12-3 million units of 
d^ndants and 41 million units of those who were in receipt of relief in 
poor houses or villages, or a grand total of 167*9 million units, the 
population of the affected area during tide time being 8*4 millions. The 
Bombay (government spent 72*65 lakhs of rupees in relieving 83 million 
units of workers, which gives for Bombay a rate of 87*5 rupees per 
thousand units of workers. The expenditure incurred by the Oen^l 
Provinces Government on the relief of 114*6 million units of workers 
was 86*3 lakhs of rupees, which gives a ratio of 75*3 rupees per thousand 
units of workers. But during this period the average prices of the 
cheapest staple grains in the affected portions of Bombay were about 
25 per cent, higher than in the corresponding portions of the CSentral 
Provinces. The average in Bombay was throughout these four months 
a little less than 18 lbs. to the rupee — I take it at 18 lbs. The average 
price in the Central Provinces was between 22 and 23 lbs. a rupee — 
1 take it at 22 lbs. This shows that the average price in Bombay was 
22 per cent, higher than in the Central Provinces ; 75*3 rupees in the 
Central Provinces were, therefore, equal to 91*5 rupees in Bombay, 
which means that the Bombay scale of expenditure on workers was 
Rs. 4 per thousand units less than in the Central Provinces. 

1 think that these Rs. 4 per thousand units practically represent 
the amountof,fine£f levied in this Presidency over the standard of the 
Central Provinces. This, however, does not state the whole difference 
for, as the last Famine Commission observed in paragraph 363 of their 
Reimrt, the Bombay figures of direct relief expenditure probably 
include cost of hutting, and it does not appear that the Central 
Provinces figures include that cost. Moreover, even if the figpiies for 
both Provinces included the cost of hutting, this cost would be much 
larger in Bombay owing to its relying, till recently, almost dxclusively 
on large works, whereas in the Central Provinces a large resort to 
small relief works has been a prominent feature of the relief admini- 
stration. One useful test on this point is supplied by the number 
of dependants, mostly non-working children, relieved gratuitously on 
relief works. In Bombay such dependants formed 20*2 per cent of the 
total units relieved during the four months, as against 7 4 per cent, in 
the Central Provinces, thus showing that many more mothers lived on 
relief works with their children in Bombay than was the case In the 
Central Provinces. Another important point of difference between the 
two administrations is the comparatively small number of persons 
gratuitously relieved in poor houses or villages in Bombay. I find 
that, while in the Central Provinces 41 million units out of a total pf 
167'^ million uniis, or practically £ , were bo relieved^ in Bombay only 
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6-7 millioh units out of a total of 112>5 million units, or only 6 par 
cent, wete so relieved. Of course, this great difference is partly due 
to the latger number of non-working children relieved on relief works 
in Bcnnbay. Still the fact remains that a much larger proportion was 
relieved in the Central Provinces without having to put up with all 
those hardships and discomforts and risks to health which are 
inseparable from residence in large relief camps than was the case in 
Bombay. My Lord, these are not very satisfactory figures, and to one 
who would like to see his Presidency ahead of all other provinces in 
such matters, they are somewhat disappointing. 

1 have no wish to establish sf direct connection between these 
different figures, and the different rates of mortality that have prevailed 
in the famine areas of the two provinces during the time. Still the 
mortalilgr returns are striking. And, with your Excellency’s per- 
mission, I will merely mention them to the Council. The Central 
Provinces Report for December gives figures for all the 18 districts, 
and we find tliat in 15 of them the mortality was below 2-5 per mills, 
in one it was below 3, and in two it was below 3-5. The Bombay 
Report for December gives the rates for only 5 districts, and we find 
that in none of them is the mortality below 2*5 per mille. In one it is 
2*53, in one 3*22, in one 4*79, and in the remaining two between 5*5 
and 6. In January we find that twelve districts out of 18 in the 
Central Provinces have a mortality below 2«5 par Inilla, In four it is 
between 2-5 and 3, in one it is 3*14, and iu one it is 4*95. The Bombay 
Report for January gives figures for 15 districts, from which we see 
that in three districts the mortality was below 2*5 per mille, in two it 
was between 2-5 and 3, in three between 3 and 4, in two between 
4 and 5, in two between 5 and 6, in one it was 8-4, and in two it was 
between 9 and 10. In February nine districts in the Central Provinces 
had a mortality rate below 2*5 ; four had a rate below 3, four others 
between 3 and 4, and one had a rate of 6. In Bombay out of the 13 
districts fox which figures are given, four are below 2*5, three are 
between 3 and 4, three between 4 and 5, one has 5<95, one has 7*9, 
and one has 12-58 per mille. There is no report for March from the 
Bombay Government in the Blue-Book, and it is, therefore, not possible 
to continue the comparison further. It should be remembered tW this 
very high mortality in Bombay was long before the fearful outbreak of 
• cholera in Gujarat and other places in April and May last. 

Famine Relief in Central Division 

Coming now to my own Division, I find that Sholapur more than 
maintains the average expenditure for the Bombay Presidency for 
y^Uevlng one thousand units of workers. Shoh^^ refieve4 4titinf 
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the four months 10'9 million units of workers at an average coat of 
Rs. 93-2 per thousand units, which rate compares very favourably 
with Rs, 87-5 for the whole Presidency. This is all the more satisfactory, 
since prices in Sholapur were during the period a little lower than 
18 lbs, a rupee, which was the average for the whole famine area of the 
Presidency, During this same period Ahmednagar relieved 12*9 
million units of workers at an average cost of close upon Rs. 87 per 
thousand units. Ehandesh relieved 21-5 million units of workers, and 
here also the average rate of expenditure for the Presidency was nearly 
maintained, which is somewhat surprising, seeing that at one time 
there were numerous complaints abo^t excessive fines being imposed 
in this district. Next comes Poona which relieved 3-6 million units of 
workers at an average cost of Rs. 79*7 per thousand units, which is a 
very unsatisfactory result. Nasik was still worse, relieving 6 million 
units of workers at an average cost of Rs. 72*4 per thousand units, 
but in this District prices were generally lower than the average of 
18 lbs. to the rupee, and this is to a certain extent a counterbalancing 
consideration. The most unsatisfactory figures in this respect are for 
Satara, which relieved 2*15 million units of wokers at a cost of Rs. 71-7 
per thousand units, a result which clearly shows that the complaints 
frequently coming from this District that excessive fining was going 
on on relief works were substantially correct. As regards gratuitous 
relief in poor houses and villages, Poona stands first, 11 per cent, of 
its total units'being thus relieved, and Sholapur and Nagar come next 
with 8 per cent., all these three Districts being above the average for 
the Presidency. But the percentages for Khandesh, Nasik and Satara 
are most unsatisfactory, Khandesh relieving in poor houses and 
villages only 3 per cent, of its total units, and Nasik and Satara not 
more than one per cent. each. 

Suspensions and Remissions ; Bombay Compares unfavourably 

with C. P. 

I now pass to the question of suspensions and remissions of land 
revenue. Here again Bombay compares very unfavourably with the 
Central Provinces. The Famine Commission* of 1878 has strongly 
recommended that ^'suspensions ought to be liberally given to all but the 
wealthier individuals and those who from exceptional advantages have 
escaped the general failure of the crops, and that great care must be taken 
that the granting of this relief is not unduly delayed while enquiries 
are being esuTied on into the claims and circumstances of individuals. ’* 


1, The Commission appointed by the Government of India with General R. 
Strachey as President to inquire Into the problems of Indian Famines ( 1878 ). 

G.-50 
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Now tile Bombay Government, 1 fear, have in this matter precisely done 
what the Commission recommended should not be done, and they have 
not dome that which the Commission recommended should be done, mz., 
they have not granted suspensions in a liberal spirit, and where they 
have been granted, they have been delayed so long on the score of 
making inquiries into the means and circumstances of individuals that 
they have thereby lost most of their value and nearly all their grace. In 
the monthly reports published in the Blue-Book to which 1 have already 
referred, there is a column for showing how much land revenue has 
been suspended upto the end of the period under report. Now I hnd 
that the Central Provinces Beport for January shows the sum of 18-5 
lakhs of rupees as already suspended. In the corresponding column of 
the Bombay Beport there is no entry. The February Beport for the 
Central Provinces reports the figure of 18*5 lakhs. But the March 
Beport shows these suspensions at 31*64 lakhs. In the case of Bombay 
there is no report for March published in this volume, and in the Beport 
for February the column for suspensions is again left blank. Even 
the Punjab Beports sliow 12'6 lakhs as suspended in December. This 
figure stands at 30-3 lakhs in the January Beport and at 30*5 lakhs 
in the March Beport. Finally, in the Viceroy’s telegram to the 
Secretary of State, dated 3nd July 1900, it is stated that 60 lakhs 
of land revenue have been suspended in the Central Provinces 
out of a total demand for 86 lakhs ; while in the Punjab the suspensions 
are described as “ very large. ” In the Financial Statement before us 
it is indeed stated that a demand for 84 lakhs has been suspended in 
this Presidency, but it is not clear whether this sum represents 
suspensions out of last year’s demand only, or whether it includes the 
arrears of previous years unrealized during the last year. These arrears 
stood at the beginning of the last year at 14 lakhs, and as, in a letter 
from the Bombay Government to the Government of India, dated 13th 
January 1900, published in this Blue-Book, tlie estimates of probable 
suspensions are put down at 71 lakhs, there is reason to fear that the 
84 lakhs mentioned in the Financial Statement may include the 
unrealized arrears of previous years. However, I hope my fear is 
ungrounded. But even then the proportion of suspensions granted to 
the total land revenue of this Presidency is very meagre compared 
with the proportion in the Central Provinces, though it is undoubtedly 
much greater than was the case in the famine of 1896-97 in this 
Presidency. 

Illiberal Implementation of Famine Gxnmission’s Recommendations 

Now, my Lord, 1 have never been able to understand why the 
Bombay Government should be so reluctant to give generous effect to 
the reccnnmendations of the Famine Cknnmission In tide ree^t, The 
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OommiBsion has expressly deprecated inquiries into the means and 
oircumstanoes of indivldualB, has also expressly pointed out the risks 
of corruption and high*handedness inseparable from such inquiries, 
and has expressed its preference for making failure of crops over large 
areas the standard of granting suspensions instead of the inability of 
individual holders to pay the revenue demand. And there is no doubt 
that a liberal policy on these lines is bound to confer great relief on 
those who stand in need of it. And the State practically runs no risk 
in granting suspensions on these lines, for those who are well-to-do will 
find it impossible to escape payment when better times come, and those 
who are not well-to-do are entitled to these suspensions even according to 
the present policy of Government. Government may without dMoully 
raise short-term loans to take the place of the suspended revenue, and 
may, if necessary, charge interest on all suspended amounts. Such a 
policy will be more in keeping with the immemorial practice and traditions 
in this country, and more in harmony with the notions and feelings 
of the people on the subject. The present standard of Government 
based on an inquiiy into each individual’s ability to pay is so arbitrary 
in its nature, and leaves such a dangerously wide margin of discretion 
to subordinates, that it inevitably gives rise to great discontent, 
and needlessly earns for the Government a bad name which it does 
not deserve. The principle that only those who are able to pay should pay, 
and that no one should be forced to borrow for paying the land revenue 
looks very well on paper. But several instances which have recently 
come to light have illustrated how such a principle is apt to be worked 
in practice. 1 understand that the Collector of Khandesh issued orders 
last November or December directing that the expression “ should not 
be forced to borrow ” was to be interpreted as meaning “ should not bo 
forced to boiTow to such an extent as to involve the borrower hopelessly 
in debt. ” He also, 1 understand, ordered that whenever lar^ were 
mortgaged, if the survey-holder failed to pay the assessment, it should 
be realized from the mortgagee, whether he was in possession or not. 
Now anybody can see that this method of realising the assessment may 
nominally relieve the agriculturist for the moment ; but, in reality, it 
compels him to borrow, and that at a ruinous rate of interest, for 
the payment of land revenue; for the mortgagee, as a matter of course, 
adds whatever he pays to the State in this connection to the loan 
which he has already advanced to the agriculturist, and cliarges a 
high rate interest for it into the bargain. Government have 
deprecated the payment of land revenue out of tagai ^vances, 
and they have recently issued orders calling upon revenue officers 
to see that no revenue is realized out of such advances. But such 
payment would, in my opinion, be much better for the poor ryot 
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than a recovery of the demand from the mortgagee, because the 
rate of interest which Government charge on tagai is much lower than 
the rate charged by the grasping money-lender. I understand that, in 
pursuance of the orders of the Collector of Khandesh, large sums were 
realized from mortgagees in that district, and that in some instances, 
harsh and high-handed methods were resorted to for realizing the 
amounts. The recent orders which Government have passed in 
connection with complaints coming from Karad in the Satara District 
are another illustration of the manner in which the discretion vested 
in the subordinate officers is often abused. I understand that in this 
Taluka a considerable number oh village officers have been fined for 
alleged incapacity in the matter of realizing the State demand, inclu- 
sive of past arrears. 1 understand that in Keirad and Supane notices 
have been issued to more than 95 per cent, of the Khatedars, and 
that in Supane the carts of some agriculturists have been distrained. 
In Nasik I hear that in several instances lands have been at once 
seized by Government on failure to pay the revenue after the notices 
were issued, the authorities there not troubling to go through the 
intermediate steps. I know these things have only to be brought to 
your Excellency’s notice to be set right, but they create an amount of 
prejudice against the Government, not to talk of the addition they 
make to the anxieties and sulTerings of the people in such hard 
times. * „ 

However, my Lord, our chief concern now is with the present, 
and 1 earnestly appeal to your Excellency’s Government to meet the 
requirements of the situation in a large-hearted manner by remitting, 
the greater portion of the demand which 1ms not yet been realized 
Especi/illy, my Lord, is such a course necessary in the Deccan. The 
Central Division has during the last four or five years been hit harder 
than it ever was during any previous years. A succession of un- 
favourable years, with one severe famine already among them, has now 
been topped by another famine of unparalleled intensity and magnitude, 
and the sufferings of the poorer classes have been simply beyond words. 
My Lord, it is the fashion to say that in the Deccan no remissions of 
land revenue need ever be granted, because its assessment is fixed on 
an average of seasons. A statement like this is difficult to deal with 
by reason of its obvious vagueness. But a table which I have prepared 
from the annual reports of the Agricultural Department for the last ten 
years should meet this statement, if anything can meet it. Taking 
these last ten years, we find that this Division had on the whole only 
four average years; four other years were considerably below the 
average, and the remaining two years were of severe fatnine, 
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There was not, for the Division taken as a whole, a single yeftr 
above the average during the period. Coming to the several DIstriots 
of the Division we find that Khandesh had six average years, two 
years below the average, one year of famine and one of severe famine. 
In Nasik it has been the same thing, namely, six average years, two 
years below the average and two severe famines. Nagar has been 
worse off with only three average years, five years below the average 
and two years of severe famine. Poona has been still more unfortunate. 
Here we have had only three average years out of ten, with four years 
below the average, one year of partial scarcity, and two years of severe 
famine. In Sholapur two years have been above the average, two 
average and two below the average, with two years of scarcity and 
two of severe famine. In Satara three years have been above the 
average, two average and three below the average, with two years of 
severe famine. So far, therefore, as this period of ten years is 
concerned, it is a myth pure and simple to say that good years balance 
bad years in the Deccan, and leave a fair average for all years all 
through. This period of ten years may roughly be divided into two 
equal portions of five years each, during the first of which good years 
and bad years did no doubt balance each other. The second period of 
five years, however, has been, over the greater portion of the Division, a 
succession of unfavourable seasons, including two severe famines 
separated by an interval of only two years. That the condition of the 
agriculturists has visibly deteriorated during the period may be seen 
from the fact that there has been a general reduction all over the 
Division in the number of plough cattle and ploughs. 
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Loss in Cattle Wealth 

If we take the whole number of cattle, which, properly speaking, 
are the principal form of wealth of the poorer agriculturists, we find 
that In Khandesh there has been a deduction of 12>8 per cent.. 
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in Nasik of 5*6 per cent, in Nagar of 25>9 per cent, in Poona of 
12<9 per cent, in Satara of 11«2 per cent, and in Sholapur of not less 
than 32 pw cent Of course these reductions were before the terrible 
mortality among cattle during last year’s famine. What the position 
at the present moment must be we can only conjecture, and it is 
perhaps best not to indulge in so gloomy a conjecture. My Lord, 
the losses and misery of these five years have been still further 
aggravated by the ravages of the plague, and I feel bound to say that 
it was much to be wished that Government had not realised so 
large a percentage of their revenue in the Deccan as they have 
already done. From a statement which the Times of Mia published 
last month, we find that, except in Ahmednagar, the greater part of the 
land revenue had been collected in the Central Division by the end of 
June, the percentages of realization to the total demand for the year 
being 70 in Sholapur and Nasik, 67 in Satara, 60 in Khandesh and 52 
in Poona, In addition to these figures, some more revenue must have 
come in during the last month. It is difficult to believe that these 
high percentages could have been realized without causing much 
hardship and privation to numbers of families, and compelling some 
who might have hitherto tried to keep their heads above water to take 
their first plunge into debt. A large portion of this must have also 
been collected from mortgagees direct. Moreover, I hear that the 
percentages for similarly situated talukas in one and (he same district 
vary greatly in several cases, showing the extent of harshness 'practised 
in some talukas for the recovery of land revenue. My Lord, I regret 
to say that the traditions of the Bombay Government in this matter 
have never been in the direction of liberality. 

Famine Commission and Bombay Famine Relief Administrafion 

The Famine Commission of 1878 has noted that the Bombay 
Government of that time had done the least to relieve the people in this 
respect and the Madras Government the most. The last Famine 
Commission has also found fault with the Bombay Government for 
granting extremely small suspensions and practically no remissions. 

1 do not know why this Government should cling so tenaciously to 
these traditions of illiberality, and 1 respectfully, but most earnestly, 
appeal' to your Excellency to break through them once for all I am 
the more emboldened to make this appeal, because your Excellency's 
munificent contributions to the famine fund from your private purse 
have made it clear to everybody how your heart goes out to these poor 
people, how deeply your Excellency S 3 rmpathizes with them in their 
troubla My Lord, the past is beyond recall, but I respectfully suggest 
tTmt such of the land revenue as has not yet been realized be nearly all 
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of it remitted at once, because all those who could have poesibly paid 
the Government demand by using their resources or credit, must j^ve 
already done so ; and, .in the present situation of our peasantry, it is 
necessary to give many of them a fresh start in life without placing 
this millstone of arrears round their necks. 1 am confident that such 
liberal treatment of the peasantry will return tenfold to the State in 
the increased prosperity and contentment of these people. My Lord, 
I have spoken at such length on this subject of famine relief and 
suspensions and remissions of land revenue, because the first has almost 
exclusively engaged the attention of the public as of Government 
during the past year, while the second not merely has a reference to 
the past year, but is also a matter of the most pressing importance at 
this moment. 


Enhanced Assessment in Indapur 

V 

Having already taken up so much time of the Council, 
I have no wish to detain them much longer. But, I will, if 
your Excellency will bear with me, briefly refer to one other 
matter, and that is the levy of enhanced rates of assessment in the 
Indapur taluka in the current year, for which the Budget presumably 
makes provision. My Lord, the selection of papers about this taluka 
published a few iponths ago are melancholy reading, as showing how 
even plait? considerations are sometimes ignored by the Departments 
interested in enhancing the revenue demand of Government on land. 
Wlien this taluka was settled in 1867 its revenue demand was raised 
from Rs. 81,000 to Rs. 1,24,500 a year. It was then stated 
considering the circumstances of the taluka the revised amount was a 
light one, and that the taluka would be able to pay without the least 
difficulty. Things, however, turned out otherwise, Owipg to low 
prices and other causes, the condition of the taluka became so serious, 
that in seven more years Government thought it necessary, On the 
representations of public bodies in the Deccan, to reduce the 
assessment from Rs. 1,25,000 to Rs. 1,11,000 a yemr. The actual 
demand, however, for some years past, has been about Rs. 1,03,000. It 
has now been decided by Gktvernment to raise this assessment by about 
30 per cent., that is, to about Rs. 1,34,000. And these enhanced rates 
will be for the first time levied in the current year. The principal 
ground on which the enhancement was recommended by the Settlement 
Officer was the usual one of a rise in prices— the two staple grains of 
the taluka, jowari and bajri, having risen by 24 and 33 per oeni res- 
pectivriy in price. Now,*in the first place, the returns of prices for 30 
yeard ago must be accepted with great caution. Assuming, however, 
they are reliable, that prices have risen, as steted by Mr. 



400 


BOMBAY LEGKLATIVIfi CX)UNOlL 


Young,* it is astonishing how nearly every officer of Government con- 
cerned in this enhancement lost sight of the fact, stated in paragraph 
17 of Mr. Young’s r^rt, that the principal staple, namely, jowari, 
which is about two-thirds of the total produce of tl\e taluka, has risen 
only 24 per cent, in price, while bajri which has risen 33 per cent., is 
only one-ninth of the produce. Again, my Lord, it has been declared 
that the policy of Government is to raise the assessment by about half 
the percentage of the rise in prices. Thus Sir Bartle Frere,^ a most 
distinguished authority on this subject, stated before a Parliamentary 
Committee in 1871, that if the rise in prices in a place to be re-settled 
in the Bcanbay Presidency was 20 par cent., Government raised its 
assessment by 10 per cent., and gave the benefit of the other 
half to the rayat. Among other grounds stated by Mr. Young 
for justifying his proposals for an increase, I find an increase, 
of 25 per cent, in :population mentioned. Now whatever an 
increase in population may indicate in other countries, in this 
country, where marriage is practically compulsory, it very often 
indicates a greater deterioration in the standard of living of the people. 
That this is so in the case of Indapur is clear from the fact that, while 
the population has increased by 25 per cent., cattle, which are the 
principal wealth of agriculturists, have not risen by even i 0 per cent. 
These figures, which Mr. Young has given, are for 1895-96, since which 
time there has been a steady diminution in tha number of cattle . 

t 

Mr. Young also mentions an increase in wells and dabahs as a sign of 
increased prosperity, but the claim on this account is more than 
discounted by the statement, also contained in Jbis report, that the 
area under well irrigation in the taluka, so far from increasing, has 
actually diminished. Then Mr. Young mentions that there are now 
more roads in and near Indapur than there were thirty years ago. 
Now apart* from the fact that these roads have been constructed out 
of local funds, their contribution to an increase in agricultural profits 
is already represented in the rise in prices, and therefore to take this 
factor into account in addition to prices is really to count it twice over. 
Under these circumstances, my Lord, an increase of 30 per cent, in 
the assessment is a most exorbitant increase. One is at a loss to 
understand how the several officers through whose hands Mr, Young’s 
recommendations passed did not challenge his proposal to increase the 
assessment by 30 per cent., when the area under cultivation had 
actually diminished, and the principal food-stuff had not risen in 

1. Superintendent of Land Records ( 1897 ) 

2. Sir Henry Bartle Edward Frere ( 1815-84) : Governor of Bombay (1862-67); 
member, Council of India ( 1867 ) ; Governor of the, (pape and High Cpmmissionef 
in South Africa ( 1877 ), 
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price, according to hie own showing, by more than 24 per cent. It Is 
true that the Hdulile Mr, Muir-Mackenzie’s* support of the recom- 
mendations in half-hearted, and I detect in several of his sentences a 
vein of sarcasm, as when he leminds Oovemment as to with what 
confidence it was predicted in 1867 that the settlement then effected 
would work smoothly, and how that confidence was afterwards found 
to be misplaced, and when he advises Government that, if they have 
the faintest doubt as to the capability of the taluka to bear the enhance- 
ment preyed, they should give the benefit of the doubt to the taluka. 
I, therefore, earnestly implore Government to reconsider this question, 
and in any case not to levy the enhanced rates during the current 
year. 

Abate the State Demand 

Indeed, during tliis year it would he a wise and generous policy 
to abate a portion of the ordinary State demand in view of the 
ground which the agriculturists have lost all over the Division, so 
as to enable them to recover that ground at least partially. In 
this connection I would also urge that, now that the Survey Depart- 
ment has been closed, Government should announce once for all, as 
indicated in the correspondence between this Government and the 
Government of India in 1883 on the subject, that henceforth, when 
settlements ase revised, enhancements will be made only on three 
grounds, namely, increased area under cultivation, higher prices, or 
increased production owing to improvements made by Government. 
Unless this is done, the settlement operations will be apt, as at present, 
to unsettle everything instead of settling anything. My Lord, 1 feel I 
have trespassed much too long on the time and attention of theOouncil. 
I had at one time intended to make a few observations on th(^ Police 
and Abkari Departments and the financial position of Municipal and 
Local Boards. But I have put all those questions aside, and confined 
myself exclusively to the land revenue question and the question of 
famine relief, because 1 thought it my duty in these days of general 
suffering, to plead in this Cbuncil for universal leniency and generosity 
in the treatment of those who have been hit so hard. 

Peasant more heavily taxed than others 

My Lord, our peasant is the backbone of our finance. It is some- 
times said that he is on the whole very lightly taxed, and that the salt- 
tax is Hie only tax which he contributes to the State, the Government 


1. Si,rjchn Muir-Mackenziet Director of Agiiculture : Commiasioner in 
Sind ; meml^r. Indian Irrigation Commission ; member» Bombay Executive Council 
( 1905*10 ) ; acted as Governor ( ]uly-September. 1907 ). 

G.*5l 
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assessment on land being in the nature of an economic rent. I do not 
propose to discuss whether the assessinent is purely an economic rent, 
or is in part at least a tax, but this I believe will be admitted by every* 
body that, between the money-lender and the Government, the rayat 
has, in paying the land revenue, to trench seriously upon what may be 
called his margin of legitimate remuneration. But this is not all that 
he contributes to the State. The bulk of the Abkari revenue is contri- 
buted by him. The Forest revenue comes practically from his slender 
purse, if indeed he has a purse. He contributes a substantial portion 
of the stamp and registration fees. The salt-tax, as also all duties on 
such imports as he consumes, fall ‘ heavily on him relatively to his 
resources. Practically the income-tax is the only tax which he does 
not pay. Whoever, therefore, among the Indian people may be lightly 
taxed, the peasant is surely the most heavily burdened among them 
all. In the beet of times his lot is hard, and when mother nature grows 
unkind, not all the efforts of a benevolent Government save him from 
immense misery. He, however, endures all meekly, patiently, without 
a word of complaint. Surely it will be a mark of the highest statseman- 
ship to introduce a ray of hope and light into the gloom which generally 
surrounds his life. If your Lordship is enabled by Providence to do 
something in this direction during your terra of office, your name will 
be. handed down to posterity as that of a great benefactor of the land. 
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{At a meeting of the Legulatm Council on Tuesday, Wh 

Fdtirmry, 1901, iMrd Northcote, the Qovemor, presiding, Mr, Monteath, 
the Revenue Member, moved the fir A reading (f a Bdl to amend the 
Bornban Abkari Ad, 1878. The objed of the Ml was to control the 
cultivation cf the hemp jdant and the produdian and sale of hemp drugs 
( t. e. ganja, bhang and charas ). The first reading having been carried, the 
Sill teas referred to a Seled Committee with instructions to report wUhia 
two weeks. The CommUtee, houiever, reported more quicMy. Its report was 
presented to the Council on Saturday, 16th February, arid the Second 
Reading was about to be taken up, when Oohkale spoke as follows : ] 

Before your Excellency passes on to the next item on the Agenda 
paper, may 1 respectfully ask your Excellency to reconsider the 
permission which has been given to.suspend the Standing Orders ? It 
was understood the other day that the Select Oommittee would take 
two weeks to consider this matter, and we, therefore, thought that this 
question would not be brought before the Council in less than two weeks, 
There are one or two important points in connection with this Bill with 
reference to which some of us are making inquiries and upon which it 
may be necessary for us to say something. I am not at present in a 
position to pxpress % definite opinion, because my inquiries are not yet 
completed. It is just possible that as a result of those inquiries I may 
not have anything to suggest and may be able to support the Bill as 
it is. But there are important matters involved, for instance, the 
question of cultivation and the assessment of these lands. The pro* 
hibition of any particular kind of cultivation cannot have been 
contemplated when Uie assessment was fixed. Then, again, there are 
some who think that the Government might distinguish betw^n bhang 
and ganja in the restrictions which are sought to be imposed this 
Bill 1 beg, my Lord, to point out that the power to suspend rules is 
intended only for cases where public interests are liable to be damaged 
by delay, and it appears to me that this Bill might, without injury to 
the public interest, be taken on a future day. 

{ The consideration of the matter was postponed a d the Second 
Reading was taken up at the meeting tf the Council m Tuesday, 18th 
Mardi 1901, when Ckkhale spoke as follows ] 

Your Excellency, ~ I beg leave, at the outset of my , remarks, to 
acknowledge the consideration which wu. shown to me on the last 
occasion in not proceeding with tiie second reading of this Bill on 
that day. My Lord, it was with considerable reluctance and regret 
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that 1 then stood in the way of what appeared to be the convenience 
of this Oouncil ; bat as this Bill principally affects the two districts of 
Satara and Ahmednagar, and as these districts happen to be in the 
division which I have the honour to represent in this Oouncil, I thought 
it my dQty not to be an assenting party to this legislation, without, at 
any raUi, satisfying myself about tiie true nature and scope, and the 
probable effects, of the changes proposed. Daring the interval that 
has elapsed since that dhy, I have made such inquiries as I could in 
the two districts, and 1 have also been able to go through a large 
amount of official literature on the subject ; and as a result of these 
inquiries and of what I have read, I may state at once that I find my- 
self unable to support the second redding of this Bill 

My Lord, before explaining the reasons which lead me to oppose 
this measure, I will, with your Excellency’s permission, briefly state 
to the Council how matters stand at present under the existing law 
and in what respects they are sought to be altered by the Bill before 
us. At present there are no legal restrictions on the cultivation of 
hemp. A cultivator may grow it where he pleases and os much of it as 
he pleases. But he is bound to sell his hemp to no one but a licence- 
holder. The manufacture of drugs is prohibited save under licence ; 
the sale of drugs is prohibited save under licence. There is no quanti- 
tative duty on the drugs consumed, but the right to sell the drugs 
within a certain area, generally a whole district^ is farmed to the 
highest bidder. Now the changes contemplated in the* Bill before us 
are these rGovernment takes to itself the power of prohibiting the 
cultivation of hemp absolutely, or of permitting it only under licence. 
Bonded warehouses are to be established or licensed, where wholesale 
dealers will be required to store the drugs manufactured, and to pay 
a quantitative duty as they supply the drugs to retail dealers, paying 
in additicm rent for the use of the warehouse. The duty will be a 
quantitative one ; and Government thereby expect to be able to raise a 
larger revenue than at present. There are other minor alterations 
proposed in the existing law, but I do not wish to trouble the Council 
with a reference to them. 

Grounds tor Opposition: (i) No necessity for proposed 

legislation 

Now, my Lord, I object to this Bill on five gprounds : ( 1 ) the 
proposed legislation is wholly unnecessary ; ( 2 ) even if Government 
wanted to legislate in the matter, absolutely no case has been made 
out for prohibiting at otherwise subjecting to restriction the cultivation 
of hemp ; ( 3 ) the proposal to levy a quantitative duty on the drugs is 
open to the objection that it gives Qoveniment a direct interest in the. 
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increased consumption of the drugs ; ( 4 ) the pnqxnal to raise the prJoa 
of these drugs, by sulqeoting them to enhanced taxation, has been 
condemned by a large number of competent authoriUes, and ( S ) the 
Bill does not propose to give effect to a definite recommendation made 

the Hemp Drugs Commission* — a recommendation expressly 
accepted by the Government of India— that the law should provide for 
Bcxne sort of local option in determining the localities in which the 
retail sale of these drugs may be permitted. My Lord, in regard to 
my first objection, I would point out that nine-tenths of the officers of 
the Bombay Government, who gave evidence before the Hemp Drugs 
Commission, declared that the existing arraugements were working 
satisfactorily, and that there was ud need for any further interference 
on the part of the Legislature in the matter. There were eighteen 
superior officers among the witnesses— two Commissioners, one Cbkrf 
Secretary, eleven Collectors and four Assistant Collectors. Twenty 
Deputy Collectors and seven Mamlatdars also gave evidence on the 
subject of administration and control On analysing the evidence of these 
forty-five officers, we find that out of the eighteen superior officers, 
there was only one, and that was the honourable member in charge of 
the Bill himself, who advocated any important modification of existing 
arrangonents. He urged the establishment of bonded warehouses and 
the levy of a quantitative duty, but he did this, not in the fancied 
interests of temperance, but with the avowed object of raising a large 
revenue for Goyemtlient Seven superior officers expressed no opinion 
whatever on the necessity or otherwise of further legislation, while ten 
others — and I will read to the Council the names of these ten — depre- 
cated further legislation in the matter. These ten officers were Messrs. 
Reid, Vidal, Ebden, Sinclair, Charles, Lely, Campbell, Woodward, 
Lamb and Dodgsoa Of the twenty Deputy Collectors, only three were 
in favour of modifying these arrangements and of the seven Mamlat- 
dars, only one was of a similar opinioa It will thus be seen* that, so 
far as the Bombay official witnesses are concerned,— and they certainly 
could speak with authority on this subject, if any one could — the 
overwhelming weight of evidence was against further legislation, such 
as is embodied in this Bill. Next, my Lord, 1 would point out to the 

1. la answer to a question in the House of Commons by Mr. W. S. Caine, a 
well known temperance adovcate^ on 2nd March 1893, the Secretary of State (Earl of 
Kimberley ) eapreseed his willingness to request the Government of India to appoint 
a commission to inquire into the problem of hemp cultivation and trade. As a result, 
the Government of India appointed in 1893 the Indian Hemp Drugs Commission 
with Mr. W« Maokworth Young, First Financial Commissioner, Punjab, as its Pre- 
sident It htA three Indian members : I Kanwar Hamam Singh, Ahluwalia, 2 Raja 
SoshI Sikbaroswar Roy, and 3 Lala Nikal Chand. The last two appended elaborate 
minutes of dissent to the Commission's report. 
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Council tltat the area under hemp in the Presidency is an exceedingly 
small fraction of the total area under cultivation — only about one 
thousand acres out of a total cultivated area of three and three-fourths 
crores.of acres, and even this insignificant ares^ is, if anything, steadily 
diminishing, owing to natural causes, even in the absence of such 
legislation as we are engaged in considering at this meeting. Taking, 
for instance, the figures of cultivation from 1885 to 1899 for the 
Presidency proper, we find that the average area under hemp from 
1885 to 1888 was 1,192 acres ; from 1889 to 1892 it was 1,112 acres ; 
from 1893 to 1895 it was 1,097 acres ; and during the last three years 
of this period, i,e., from 1896 to 1898-99 the average was only 908 acres. 
I think these figures constitute a silent but emphatic protest against 
the present Bill, which might liave had a semblance of justification if 
it could by any means have been shown that the cultivation of hemp 
and the consequent consumption of the drugs were on the increase. 

( ii ) No Case for Control of Hemp Cultivation 

My Lord, my next objection to this Bill is that, even if Govern- 
ment wanted to legislate in this matter with the object of establishing 
bonded warehouses and levying a quantitative duty, I submit that 
absolutely no case has been made out for seeking to regulate the culti- 
vation of hemp by licences. Even the few Bombay ofificial witnesses, 
who favoured fresh legislation on the subject of 'hemp drugs, were 
careful to state that they did not desire to impose any restrictions on 
the freedom of cultivators in growing hemp. They considered that the 
restrictions on the sale of hemp and the fact that tlie manufacture of 
drugs could not, owing to the very nature of the process, be carried on 
surreptitiously, made it unnecessary to control the cultivation in any 
way. The honourable member in charge of the Bill himself expressly 
stated thtfii he did not consider it necessary to restrict the cultivation 
of hemp, and 1 believe, my Lord, that with such a great authority on 
my side it is not necessary for me to labour this point any further. 1 
wfll, however, venture to mention to the Council a few considerations 
which occur to me against the proposal to empower Government to 
restrict cultivation as they please. I think, in the first place, that any- 
thing which tends to multiply the points of contact between the culti- 
vatmn and the lower subordinates of the Revenue, Abkari and other 
departments deserves to be seriously deprecated. If the cultivation of 
hemp comes to be prohibited, except under licence, innocent cultivators 
may be exposedi as urged by several witnesses, to the risk ctf having 
false cluuges brought against them by ovensealous or blackmailing 
subordinates of tliese departments in connection with the spontaneous 
growth of wild hemp plants. Then, again, though Government do not 
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propose to charge a fee for lioenoee granted to cultivators, these latter 
may experience some difficulty in getting them actually, and may even 
have to incur expenditure, which will not bear scrutiny, before getting 
them. This point was very well brought out by the Times cf India in 
an article on this BUI in December 1898. This is what that journal 
wrote on that occasion : 

If it is a desirable object of legislation to multiply the points of oontaot bet- 
ween the administration and tbe people, this is a most admirable Bill ; but not 
otherwise. Unless a substantial benefit is to be gained, tbe less the Collector and 
his subordinates are called on to intervene between the cultivator and tbe free 
pursuit of his calling, the better. Every additional licence, every additional 
compulsory Assort to authority for permission to do this thing or that adds to 
tbe cultivator's worries — adds to the opportunities that the revenue subordinate 
enjoys for worrying him and getting money out of him. A lioenoe looks a 
harmless thing — as it would be if it were a sheet of paper and nothing more. 
But in India there is often more in it than is written on the face of it and it 
costs more than is supposed to be paid for it. 

Thu question of assessment also comes in, in this connection, 
though in a somewhat remote manner. I think that men who are pay- 
ing a certain assessment to Government and are raising a certain kind 
of crop on their land have a right to expect that their freedom to raise 
that crop shall not in any way be fettered by Government. Sir James 
Campbell^ in his evidence before the Commission observed : 

• « 

I think the producers in Ahroednagar and Satara would resent very much 
any restriction of cultivation. I think that the prohibition of cultivation in those 
districts where it is tnfling, so as to confine it to tbe two districts above named, 
may cause some little dissatisfaction, but would be feasible. 

Lastly, in this connection, there is the question of growing hemp 
for the purposes of fibre. Dr. Watt^, in his Dictionary of Economic 
Products, states— and the statement has been quoted hf the Hemp 
Drugs Commission in its report-^that the Indian plant from which the 
drugs are manufactured is but an Asiatic variety of the species from 
which fibre is produced in Europe; and he also contemplates the 
possibility of cultivating hemp as a cold season fibre-crop on the 
plains of India,** and he is of opinion that there may be some localities 

1, Sif James. Macnahb Campbell ( 1846-1903 ) ; compiler, Bombay Gazetteers 
( 1873-1901 ) ; Municipal Commissioner, Bombay ; Commissioner of Customs, Salt 
and Opium ( 1895 and 1897 )• 

2. Sir George Watt, served in the Bengal Education department as professor; 
Scientific Assistant Secretary, Government of India, (1884) ; Reporter on Economic 
Products (1887-1903) ; editor, the Agricultural Ledger (1^2-1903) ; president, 
Pharmacological section of the Indian Medical Congress (1894) ; author of several 
scientific papers. 
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on gnnja 4han on liquor. I do not recommend the inoreaBing the cost of the former, 
because the people who use it are poorer than those who drink liquor. 

In another place he says of the habitual consumers : 

Tney take ganja because it enables them to bear abstinence from food and 
water, and even olothes in the ooldest weather. It is said to enable them to resist 
the most malarious climate and the worst water. 

Many other witnesses have described the present taxation of these 
drugs as reasonable. Even Mr. T. D. Mackenzie^ observes : 

If the price of the hemp drugs he much raised, the ascetics would probably 
stint themselves of food iii order to get the drugs and so do themselves muoh 
injury. 

] am aware, my Lord, that the Hemp Drugs Commission has re- 
commended enhanced taxation of these drugs in this Presidency on the 
ground that at present it is much lower here than in Bengal and other 
Provinces. But I respectfully submit that this is not a fair way of 
looking at the question. The total incidence of Abkari taxation is the 
heaviest in this Presidency as compared with other Provinces, as may be 
seen from the following figures : In Bomby Abkari taxation is 9 annas 
3 pies per head of population, as against 6 annas 6 pies in Madras, 
3 annas 8 pies in Bengal, 1 anna 9 pies in the North-West Provinces, 
1 anna 9 pies in the Punjab, and 3 annas 7 pies in the Central Pro- 
vinces. I think, my Lord, that so long as it is not proposed, to reduce 
this higher incidence of Abkari taxation in this Presidency, because it 
is lower elsewhere, for so long it would not be fair on the part of 
Government to increase the tax on these drugs, which happen, com- 
paratively speaking, to be somewhat lightly taxed with us, on the sole 
ground that they are taxed at a higher rate elsewliere. 

c ( V ) No Provision lor Local Option 

My Lord, I now come to my last objection to this Bill, and that 
is that it fails to provide for some form of local option, as recommended 
by the Hemp Drugs Commission and as directed by the Government 
of India in their orders on the report of that Commission. The recom- 
mendation of that Commission is couched in the following terms : 
That when new shops are proposed, municipal bodies, rural notables, 
zaniindars or headmen, as the. case may be, should be consulted as to 
the necessity of opening them, and as to their location, and that 


1. Thofnas Duncan Mackenzie, !. c. s., secretary, Barod a Inquiry commission 
( 1873 ) ; Collector, Broach { 1884 ) ; Commissioner, Southern Division ( 1889) ; Chief 
Secretary to Bombay Government ( 1891 ) ; acting Commissioner of customs, salt and 
excise ( 1893 ). 
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objections, if made, should receive the most careful attention. The 
Gk)vernment of India have accepted the recommendation in the follow- 
ing words : 

la muaioipal towns the Governor-Qeceral in Council considers that no shop 
for the sale of hemp should be opened without oonsuUins the Muaioipal Committee* 
and in rural centres notice of the intention to open a shop should be gi^en and any 
objection to the establishment of a shop which may be brought forward should be 
considered, no shop being opened unless there is a real demand for the drug. 

The Bengal Act contains a provision for assigning to any 
Municipality, with its consent, the functions of the Local Government 
relating to the grant of licenceSi and after such assignment no 
conditions or rules may be imposed by the Local Government without 
the consent of the Municipality. Even where such functions are not 
assigned, the Collectors are required to notify to Municipalities the 
sites selected for the shops within their limits, to consider the objections 
that may be raised, and if they do not agree with the Municipalities, to 
refer the matter to the Commissioner of Excise for decision. I think 
the people of this Presidency are entitled to claim that similar provision 
should be made for local option in the matter in the law of this 
Presidency. 

My Lord, I have now stated to the Council my chief grounds for 
opposing this Bill. I fear my observations have detained the Council 
longer thamthay sliould have done; they have certainly exceeded the 
limits which I had first proposed to myself. The fact, however, that 
the Select Committee has unanimously approved the Bill as drafted 
made it necessary for me to explain myself at some length, and that 
is ray excuse for taking up so much of the time of the Council, My 
Lord, I oppose the second reading of this Bill. 


[ After Mr* Motdeaih had rcplml that similar legislatitm had been 
infm^ce in other Provinces^ without amnina any inconvenierice or injury 
of which any me could leyUiniafefy complain, the Second. Reading urn 
carried, and the Council proceeded to consider the Bill clause by clause^ 
Ookhale proposed the omissim of clause P, which sought to restrict the 
cultivation, of hemp. In doing so he said : ] 

Your Excellency, — I beg to move that clause 2 be omitted. The 
object of the clause is to include the cultivation of hemp within the 
operation of the restrictive portion of the Abkari Act. For the reasons 
which I have already explained and which I need not repeat, I think 
the cultivation should not be restricted, and I therefore propose that 
clause % be omitted. 

( The amendment was rejected. ) 
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[ Ookhale then niowd that clause 6 be omitted. He mid : ] 

Ab this clause also refers to the subject of the restriction of culti- 
vation, and as that point has already been decided against me, 1 wish, 
with your Excellency’s permission, to withdraw the amendment. 

( The amendment was by leave withdrawn. ) 


[ Ookhale then proposed the addition of a third proviso to clause 8 
concerning the grant of licences for hemp shops, which aimed at the pro- 
uision of local option. The proviso gias as follows : 

Provided further that ia Municipal towns no shop for the sale of hemp 
drugs shall be opened without consulting the Municipality, and that in rural 
centres notice of the intention to open a shop shall be given, and any objec- 
tion to the establishment of such shop, which may be brought forward, shall 
be eonsidered before the shop is actually opened. 

In asking for the additvm of the proviso, he said : ] 

Clause 8 in this Bill refers to Section 16 of the Abkari Act and 
certain provisoes are proposed new to bo added to that section. As 
that section refers to the grant of licences by Collectors for the sale of 
hemp drugs, I think that in this clause provision should be made to 
give effect to the particular recommendation of the Hemp Drugs 
Commission to which i have already referred in my hp4ech on the 
second reading, viz., about local option. That i-ecommendation has 
been already accepted by the Government of India, and as this Bill is 
based on the lines laid down by the Commission and approved by the 
Government of India, 1 do not see how that proposal of the Commission 
can be ignored in this Bill. Section 16 of the Abkari Act lays down 
that no Iviuor and no drugs shall be sold without a licence from the 
Collector. I propose to add that, before the Collector grants a licence 
for the sale of those drugs, — I am confining my amendment to the 
drugs, and am not raising the larger question of local option in regard 
to liquor,— before the Collector grants permission for a shop to be 
opened in a particular locality, he shall carry out the conditions which 
have been laid down in the recommendation of the Commission 
and the orders of the Government of India. 1 have taken the very 
words of my amendment from the Resolution of the Government of 
India. The recommendation of the Commission having been accepted 
by the Government of India, I do not see any necessity for saying 
anything more in support of my proposal I trust the honourable 
member will see his way to accepting the amendment. 

[ Mr. Monteath objected to the amendpient on the ground that U vaould 
impose an uncondiHanxU obligation on Qovemvimt offioere, awl to make 
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it (^edive, if. would uekcamri/ to add a clause impneititf a penalty for 
WM'obfermnce of the dbHyaiion. Oovermnent, moreovtr, had eomj inten- 
tion to consult local opinion before opening shops. ] 

Gokhalo — 1 would only point out that in Bengal the law actually 
makes statutory provision for giving local option in this way. What is 
good for Bengal may also be expected to be good for Bombay. 

( On a division, six voted ftr the amendment and ten against. 
The amendment was, therefore, lost. ) 


[ LsisHn, Gokhale propoml 'that in claust' la the. 

fdlwoivg proviso he sabsliluM for the sectmd jn cmso, Hispropcjsed 
proviso was in the folliAving words : 

Provided also that notice of such surplus ( if any ) as aforesaid shall be 
given iu the owner of drugs immedi.'itoiy after such sale, and that the 
application for the surplus shall be made within one year from the date of 
the receipt of the notice, unless sufficient cause be shown for not making 
it within such period. 

At the suggestion of Mr, Monieath, Ookhale agreed to mbsttfute the 
word " issue ” for the word “ receipt ” in his amendment. 

In moling the amendment, ha vuule the following remarks : J 

Your Excellency, — 1 move that for the second proviso in 37-B, 
the words of which 1 have given notice be substituted, subject to tbe 
alteration which lias just now been proposed and which I am prepared 
to accept. As the Bill stands, the provision comes to this. 
If a licence-holder has stored bis drugs in a warehouse and 
fails to pay rent when called upon, the drugs are to be sold, and after 
deducting the duty and rent from the proceeds that may be realized, 
any surplus that remains is to be made over to him ; but tihere is no 
provision requiring that notice shall bo given to him of the amount 
of surplus that may remain. The provision contained in the second 
proviso is that he shall apply for the surplus within one year after 
the date of the sale. I submit it is only fair that Government, who 
sell the drugs, it may bo without the man’s knowledge, should give 
him notice of such sale, and of any surplus that may remain. If for a 
year from the issue of the notice, the man makes no move, Govern- 
ment may confiscate that money. But otherwise the man should be 
entitled to claim the money, subject to this limitation. 

^ 7he amendment was accepted by Government. ) 



BOMBAY LAND REVENUE BILL 

[ At a meeting of the Bombay Leyi^aUve CouikH, held at MahaMe^ 
shtmr, on- Thursday, SOth May 1901, Lord Naiihcote, the Governor, 
presiding, Mr. J. Monteath numd the First Reading of the Bill to amend 
the Land Revenue Code, 1979. Under the Code land, when brought under 
Survey Settlement, teas held and occupied “ m perpetuUy, conditionally on 
the payment of the amounts dm on account of ttie land revenue for the 
same. ” The Code also declared the right of occupmcy to be herilMe and 
transferable suhjed to certain provisions. The dbjecl of the Bill, on the 
other hand wa.'i, to enable Government to let waste, or unoccupied, or 
forfeited land to be- held for short term, and to restrict the hdder's ponoer of 
iransfernng his land. Tn opposing the Bill, Gokhale spoke asfoUonos : ] 

1 am sure the Council has listened with great interest to the very 
lucid and comprehensive speech which the Honourable Mr. Monteath 
has made in introducing this Bill. In the course of the speech, the 
honourable member explained to us how it was that Government 
came to take the somewhat unusual course of summoning this 
meeting at this hill station. But 1 fear the explanation will 
hardly satisfy those who are of opinion that only the greatest urgency 
can justify a choice of time and place which canitot bpt.be more or 
less inconvenient to some of the members. My Lord, 1 do not think 
it can be said that the introduction of the present measure was a 
matter of such extreme urgency. The only reason which the 
honourable member has mentioned for bringing forward the Bill at 
this time and place and in its present form is that the Honourable Mr. 
Lely* considers that the present juncture is.favourable for taking an 
important step torwards the solution of the much-vexed agrarian 
problem in the Presidency. Now with all respect for Mr, Lely, I feel 
bound to say that this question is so important and so complicated 
that even his great authority is not sufficient to make us accept with- 
out very careful examination a measure which, though apparently a 
small one, may not be as innocent as it looks. And the prq)er course 
for Government to adopt is, I venture to submit, to defer this kind of 
legislation until a careful and comprehensive enquiry has been insti- 
tuted into the whole Land Revenue problem, the pressure of assess- 
ments, the extent of the indebtedness of agriculturists, the extent to 
which lands have gone out of their possession, the cause of relinquish- 
ments and forfeitures, the effect of the rigidity of the State demand 
and the general condition and resources of the agriculturists. 


1. tee fOQt-note on p. 409. 
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year your Excellency, in speaking of a suggestion made by &e 
Honourable Mr. Mehta, was pleased to state at a meeting of this 
Council that the Famine Commission,^* then about to be app<dnted, 
would among other things enquire into the land revenue policy of the 
Bombay Covemment. It is true that Sir Antony MaoDonnell’s 
Commission did make in some places a sort of enquiry into the incid- 
ence of State demand and the question of suspensions and remissions, 
but the enquiry was not systematic, and, moreover, the report of the 
Ooraraission has not yet been published, so that the public is in the 
dark as to the conclusion at which the Commission has arrived in 
these matters. Mr. MaconoohieV report is also not yet out And thus 
even such help as would be availablfi to the public after the publica- 
tion of their reports in forming its judgment on these important 
questions is not at present available. My Lord, there is another reason 
for which 1 respectfully press for a general inquiry before such legisla- 
tion is undertaken. All those who have any acquaintance with the 
land revenue administration of the Presidency feel that it was time 
that Government iindertook a general revision of the Land Revenue 
Code. The grievances of the Inamdars, which ray honourable friend 
the Chief of Ichalkaranji has been pressing on the attention of the 
Council fur some time past, the provisions about the collection of 
revenue, about suspensions and remissions and various other matters, 
all these require amendment, and 1 think it is not at all desirable that 
when such a^geperaf revision of the Code is needed, Government should 
bring forward and that in such hurry, an amending Bill dealing with 
one point only. I submit, rny Lord, that such a comse is nothing 
better than a mere tinkering with the problem. 

British Government’s Responsibility for Ryot’s indebtedness 

The honourable member has made a lengthy statement on the 
subject of the indebtedness of the peasantry and the incidence of the 
State demand. I do not propose to follow him in that discussion today. 
1 will say something about these matters at a later stage of the Bill, 
but to one statement of his 1 think I must demur at once. The honour- 
able member is of the opinion that the peasantry of the Deccan was 
even more involved in debt before British rule began than it is today. 
I do not think that there is any warrant for that : statement. It is true 

1. The commission was appointed in 1901 to examine "the administration of rdief 
in aii its branches, the cost of the recent operations, and the extent of the mortality ; 
to consider what new problems have arisen, and how far events confirm the wisdom, 
or suggest the amendment, of the recommendations made by the last Commission. ” 
{ i. e. the Commission appointed in 1898 with Sir James B. Lyall as President ) . 

2. Evan Uaconochie, i.c.s. ; served in Surat and Panchmahals; was on 
special duty to write Gujerat Settlement Reports ( 1894 ) ; was deputed to inquire 
into the question of revenue collection in Gnjerat. 
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that Mr. Blpblnatone^ and other authorities have stated that there was 
a good deal of poverty and even indebtedness among the agriculturists 
before ilie Deccan came under British rule. But the Deccan Riots 
Commission’, after a careful examination of the question, has, if I 
remember right, recorded its deliberate opinion that the extent of the 
agriculturalists’ indebtedness has much increased since British rule 
began. And two causes contributed very materially to this result. 
One was Mr. Pringle's’ unfortunate settlement, which in the opinion of 
competent authorities simply ruined the peasantry of the Deccan, and 
the other was the facilities given by the British Government to the 
money-lending class in the matter of the recovery of debts. The evil 
of the wrong start given by Mr. Prfngle’s settlements to the peasantry, 
aggravated by the action of the Civil Courts, and the embarrassment 
and the consequent helplessness of the peasantry, have gone on increas- 
ing with time. I do not think, therefore, that the British Government 
can fairly claim to be free from responsibility for the present extent 
of the ryots' indebtedness in the Deccan. The honourable member also 
observed that the State demand has nothing to do with the indebtedness 
of the agriculturists. I submit this is an unsafe position for any one 
to take after what several Commissions have recorded on the subject. 
The rigidity of the State demand and the theory of averages are in no 
small measure responsible for driving many agriculturists into the 
hands of the money-lenders and I think this a ix>int on which not much 
difference of opinion should be possible. • ‘ 

Having made these few general observations I may now proceed 
to indicate very briefly, 1 think I need not do more than tli:it at this 
stage of the Bill, my view of the measure which has just been intro- 
duced. And 1 may say at once that as regards this proposal to restrict 
free transfers in Uie case of waste and forfeited lands which may be 
given on lease, 1 have an open mind. 1 admit that the proposal, as far as 
it goes, interferes with no vested rights. I also admit that under certain 
conceivable circumstances such restriction may be the lesser of two 
evils. But have such circumstances, I ask, arisen ? What evidence is 

1. UouMtstuarl Elphinstone (1779-1859), appointed to the Bengal Civil 
Service ( 1796 ) ; Assistant to the Gove rnor-General’e Agent at the Peshwa's Court 
at Poona (1801); Resldentat Poona ( 1811-17); Governor of Bombay (1819-27); 
author of ‘ a History of India ' and * the Rise of the British Power in the East. ' 

2. The commission was appointed “ to inquire into the causes of the riots which 
took place in the year 1875 in the Poona and Ahmednagar Districts of the Bombay 
Presidenoy " ( 1878 ). 

3. R. K, PringU ( 1802-97 ) ; joined Bombay Civil Service ( 1820 ) ; made 
revision settlement of Poona and Sholapur Districts ( 1829-31 ) ; succeeded Sir C, 
Mapier in the Government of Sind ( 1847 ) . 
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there to show that they have ? I listened very attentively to the hotHrar- 
able member’s speech and I confess 1 have not been convinced by it. 
I confess I am very doubtful as to whether this proposed restriction by 
itiself will confer any benefit on those who will be affected by it. 
Perhaps more light will be thrown on the point when the Bill comes to 
be considered by the Select Committee, and till then I will continue to 
have, as I have already said, an open mind on the subject. On one 
point, however, in this connection I think it necessary to say a word. 
The Bill does not state what restrictions are proposed to be imposed on 
free transfers. The whole thing is left to the discretion of the (]!ollector. 
Now this is not what the Punjab Act does, and 1 mention the Punjab 
Act because the honourable member has mentioned it. The Punjab 
Act provides for three kinds of mortgages and for these the permission 
of revoime officers is not needed. The Punjab Act also provides for 
free sales between agriculturists under certain circumstances, and 
under the Act, therefore, an agriculturist knows what he may do of his 
own free choice and for what he must obtain the previous sanction of 
the revenue officer. The Bill before us makes no such detailed provision, 
but leaves everything to the unfettered discretion of the Collector, 
which, I think, is very unsatisfactory. 

Objections to Short Leases 

As regards th^i proposal to give short leases, that to ray mind 
appears to ITe the most objectionable feature of the Bill I submit that 
absolutely no case has been made out for this departure from the 
established policy of granting leases in perpetuity, subject to revision 
of assessment every thirty years. The Btalement of Objects and 
Reasons says that sometimes, when land requires long intervals of 
fallow, it entails a loss of revenue on Government, if under the per- 
petuity tenure such land is not taken up, while, if it is taken up by 
anyone, it may occasion loss to hitn. If this is the only reason for 
proposing short leases, 1 think the difficulty may well be got over by 
the simple expedient of granting leases in perpetuity and remitting the 
assessment as a matter of course in years of fallow. Moreover, in the 
case of forfeited lands, there is no shadow of justiheation for substitut- 
ing short leases for the present survey tenure. There is no question 
of fallow in the case of such lands, and there is no reason why the 
new occupants ^ould have only short leases granted to them My 
Lord, the perpetuity tenure is a matter of the most vital importance 
both in the interests of the agriculturists and for the sake of the 
improvement of land, and I submit it should not be lightly disturbed. 
What interest will the holder of a short lease have in !&e permanent 
improvement of his lanij ? Moreover, what is thw to prevent the 

0^3 
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Golleotor from raising the assessment every time a new lease is 
granted ? It may be said that the Collector will ordinarily use his 
discretion well, but I for one would not confer such wide discretionary 
powers on him when lands are forfeited. When neither the ryot nor the 
sowcar cares to prevent the land from going back to Government, 1 
think it is a fair presumption that the assessment is excessive in com- 
parison with the productive capacity of the soil, and the remedy for 
this state of things must be sought, not in the substitution of short 
leases for the perpetuity tenure, b\it in the abatement of the State 
demand. I earnestly trust, therefore, the Government will drop this 
proposal about giving land on short leases, My Lord, 1 do not think 
1 need detain the Council longer* 1 regret the introduction of this 
measure at this time and place and in its present form. I fear it can 
do but little good. 1 also fear it is capable of doing a great deal of 
harm. 


[ After the first leading of the Bill teas carried, it was referred to a 
Sdecl Committee, of which Ookhale. mis a member. He and 
Mr. Chhatre wrote the following dissenting minute to the report of the 
Committee. 

We regret we are unable to sign the report which a majority of 
the members of the Select Committee have adopted. The Bill, we fear, 
has little to recommend it beyond the intentions 'of Government, At 
the same time it is obviously capable of being so worked as to 
revolutionise the existing land tenure over a large and constantly - 
increasing area of the Presidency. Its leading principles are open to 
serious objection ; and its introduction at the present juncture has 
been widely misunderstood and has been attended with results which 
all must deplore. The public have had hardly any time to examine 
the precise character and scope of the measure and formulate their 
objections — the Bill liaving been first published only on the 18th 
May last, and that too simply in the English languetge. Meanwhile a 
vague feeling of panic— perfectly unwarranted so far as the intentions 
of the Government are concerned — prevails everywhere both among 
agriculturists and sawkars, the former imagining that the Bill 
threatens their proprietary rights over their holdings and the latter 
being under the impression that it will eventually lead to a partial 
confiscation of their property. Under the circumstances we feel bound 
to recommend that the Bill should be dropped altogether or that, at 
any rate, its further consideration should be postponed till next year. 

(2) There is no doubt that the agrarian situation in the 
Presidenojr at the present mcnnent deronnds thii most alp^iQ^s atteQtiop 
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of Government. A succession of calamitous seasons — unprecedented 
in the history of the Presidency — have, besides causing untold 
suffering to millions, reduced the bulk of the agricultural population 
to very sore straits. Government have, no doubt, done much to 
relieve immediate suffering ; but they feel, and very properly feel, that 
mere temporary palliatives cannot meet the requirements of the 
situation ; and the question of the hour with them is how best to help 
the broken peasantry not merely to tide over the present crisis, but to 
secure to it, as far as possible, a clean fresh start in life again The 
idea of Government seems to be that it is not so much the unfavourable- 
ness of seasons or the amount or ‘rigidity of the State demand, as the 
Ryot’s habit of reckless borrowing in normal years that is responsible 
for his difficulties and suffering in years of drought. They believe that 
the survey tenure, introduced more than half a century ago, — under 
which the holdings are both heritable and transferable has been a 
mistake in the case of large numbers of agriculturists, as it has only 
encourgaged their improvidence and turned many of them into mere 
serfs of money-lenders. Govermnent, therefore, think it desirable to 
try, in place of the existing survey tenure, another on a non-propietary 
basis, under which the holder will not have the power to alienate bis 
holding in any way without the express sanction of Grovernraent. And 
they propose to take power tc> substitute this inferior tenure, wherever 
they please and wWever they get a chance, in the exercise of their 
executive discretion. 

( 3 ) In considering the proposals of Government, five questions 

principally suggest themselves : (1) Are Government correct in their 
analysis of the Ryots' difficulties ? (2) Is the proposed experiment likely 
to prove a remedy ? (3) What harmful consequences may be feared from 
the creation of the new tenure ? (4) Can Government crepte such a 

tenure in the case of forfeited lands, consistently with their past decla- 
rations and the obligations of good faith, and in accordance with the 
working theory of land administration in the Presidency ? (5) Is the 

method adopted for creating the new tenure free from objection ? Of 
these we will deal with the last question first, as it involves considera- 
tions of great constitutional importance. 

( 4 ) We are strongly of opinion that the proposal to empower 
Government to give waste, relinquished or forfeited lands on such 
loftaoia as they, in the exercise of their executive discretion, think best, is 
open to grave objection. That it has been the practice of Government 
to grant land on short leases and without the power of alienation in 
special oases in Gujarat, Khandesh and elsewhere, though such a 
course is not authorised by the existing law, is no reason why the 
i)raotioe should be legalized in general terms. We think it is unsafe 
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and not in harmony with the spirit of British administration that such 
vast powers should be conferred upon the Executive Government and 
that a most important branch of the administration of the Presidency 
should be removed from the regulation and control of express statutory 
provisions and put simply under the direction of executive authority. 
In no Province in British India is the choice of the land tenure thus 
lett to the discretion of the Executive Government Thus in the 
Punjab, when it was deemed expedient to create a special tenure for 
waste lands in the Chinab Valley, Act III of 1893 was passed by the 
Supreme Legislature for the pui*pose, and no such power to create the 
tenure in the exercise of executive discretion was conferred on the 
Government. In our Presidency too, when it was decided to consti- 
tute such a special tenure in parts of Sind, the Legislature was 
appealed to and Act III of 1897 was passed dealing with the matter. 
No case has been made out by Government for demanding such extra- 
ordinary powers in the present instance, and we think that there is no 
need for confemng these powers, as the Legislature is always at hand 
to assist the executive whenever special legislation is found to be 
necessary. It has been estimated that if the proposed Bill is immedia- 
tely passed into law, a vast area — about one-third or one-fourth of the 
total cultivable area of the Presidency — will come at once under the 
operation of its provisions ; and this area will steadily increase, as in 
course of time more and more holdings come back into ' the hands of 
the State owing to forfeitures or reliiiQuishments. We are unable to 
contemplate witliout grave apprehension the prospect of such a vast 
extent of land being left at tlie free and unfettered disposal of Govern- 
ment— to 1)0 given on such leases as they, in the exercise of their 
executive discretion, may doein proper. The unsettling effect on the 
public mjnd of such a surrender by tlie Jjegislature of its proper 
functions in favour of the Executive is nut difficult to foresee. A 
general sense of insecurity in regard to land tenure will come to 
prevail in the Presidency, the failure to pay a single year’s assessment 
in time enabling the Executive to force upon the occupant what lease 
they please. Such insecurity, such impairing of public confidence in 
a matter affecting the material interests and the contentment of 
millions of people is most undesirable, and we therefore recommend 
that wliatever new tenure Government may wish to create and what- 
ever terras Government may desire to attach to leases granted under 
the new tenure should be clearly specified in the Bill, so that the public 
may know the extent of its legal rights as also of the powers of 
Government in the matter. 

( 5 ) The next .question on whicli we desire to offer a few obser- 
vations is how far Government are at liberty to create the new tenure 
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in the case of forfeited lands. When Oovemment seize lands, in 
respect of which the State demand has not been paid, the power to for- 
feit is exercised by Government to realize, if possible, the assessment 
which is due to them. For this purpose the occupancy rights of the 
land may be sold by Government to the highest bidder; but it is pro- 
vided tliat if a sum, in excess of the amount which is in arrears, is 
realized by such sale, the surplus shall be i>aid to the defaulting 
occupant When, however, no sale can be effected, (Government have 
the power to dispose of the holding in such other manner as th^ 
please. We are of opinion that this procedure is in harmony with the 
generally accepted theory of land* administration in British India. 
According to this theory, cultivated land is not the property of Govern- 
ment. Government are only entitled to their assessment as tlie first 
charge. On this point, a clear and definite pronouncement was made 
by the Government of India in a Despatch addressed by them to the 
Secretary of State in 1880; and we think that this pronouncement is 
binding on the Local Government, no matter what the views of 
individual officers may be. 

“ We do nut, ’’ wrote the Qorernment of India in that year, “ aooept the 
aoouraoy of the desoription that * the tenure ( of land in India ) waa that of 
cultiTatins tenants, with no power to mortgage the land of the State * and that 
* land is the property pf the Government held by the oooupier as tenant in 
hereditary snAoeasion so long as he pays the Government assessment. ' On the 
oontrary, the sale and mortgage of land were recognized under the Native 
Governments before the establishment of Uritisb power and are not unoommou in 
Native States at the present time, and i( such transaotions were rarer than under 
our administration, it was mainly liaoause, the tenure being insecure, the property 
had little value. It lias been one of the greatest objects of the successive 
Governments of India since the days of Lord Cornwallis, if not to create property 
in land, at all events to seoiiie and fortify and develop it to the utmost. The 
Government undoubtedly is the owner of a first charge, the amount hf wbioh is 
fixed by itself on the produoeof all revenue-paying land in India ; but oyer the 
greater part of the Indian Empire, it is no mere the owner of the oultivated 
land than the owner of a rent-charge in England is tlie owner of the land upon 
which it ie charged. ” 

We think this unequivocal and erapliatic declaration on the part 
of the Supreme Government ought to dispose effectually of the attempt 
which is from time to time made to claim for the State the ownership 
of the soil in India. Now if the State is not the owner, land which 
comes upon its hands through forfeitures comes to it simply because 
it must have the means of securing the payment of the “ first 
charge ” which the occupant has failed to pay. And it therefore 
becomes the duty of the State not to derive from the forfeited holding 
any tiling .in excess of the amount which is necessary to satisfy its own 
claim. But if Goveriunent now acquire the power to give forfeited 
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holdings on such leases as they deem proper, there is nothing to 
prevent them from requiring the occupants— though they may do not 
do this in the first instance— to pay a rack-rent to the State instead of 
the present survey assessment which, in theory at least, is understood 
to be half the net assets. Again, if these lands be given on short 
leases, Government, on the expiry of the leases, will be able to 
appropriate any portion of them for a public purpose without paying 
any compensation to any one,— which means that the pow'er to order 
a forfeiture will benefit the State more than it strictly should. The 
scheme of Government thus amounts in practice to a nationalization 
of forefeited lands, by buying up fur the State the rights of old 
occupants for a year's assessment or whatever the amount in arrears 
may be. We think that such a course is not in keeping with the past 
declarations of Government and is incompatible with the existing 
theory of land administration in British India. 

( 6 ) It has been said that Government desire to take power to 
introduce the new tenure because they are anxious to make what they 
regard as an “ interesting experiment. ” We regret to observe, how- 
ever, that as far as we can judge of such an experiment beforehand, it 
appears to us to be foredoomed to failure. The theory of Government is 
that the power of free transfer which tbe ryot enjoys under tlie existing 
land tenure puts him in possession of a largo amoifnt qf credit which 
he uses in so reckless a manner that he ends by involving himself 
hopelessly in debt and then becoming practically the serf of his money- 
lender. And Govermnent therefore think that by taking away this 
power of free transfer from him, his ruinous credit will also be taken 
away and be may thus be compelled to remain out of debt. This view 
of the matter, however, appeal's to us to be based on a serious misappre- 
hension is to what leads the ryot to borrow. The average ryot borrows, 
because the produce of his holding does not suffice to maintain him and 
his family, to pay the State demand with rigid punctuality alike in good 
and in bad years, and to furnish him with the means for meeting the 
expenses of extraordinary occasions. And if he cannot borrow on the 
strength of his lands, he will borrow on tbe strength of his annual 
crops and thus be as much a serf of tbe savkar as ever. Indeed unless 
Government introduce greater elasticity into their system of revenue 
collections, abating at the same time their demand where it is excessive, 
and unless they make provision for the reasonable needs of the agri- 
culturists in the shape of Agricultural Banks or a more liberal and 
flexible system of tagai advances, it is impossible to understand how by 
merely taking away from the agriculturist his power of free transfer, 
his lot will be improved. In fact, it is to be feared, as the Deccan 
Sabba have said, that in a few years the occupants holding under the 
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new tenure “ will bo face to face with far more serious diiiicultieB than 
they have had to encounter in the past ” and that Government will in 
all probability think it necessary to “ turn them out of their holdings 
for the non-payment of Government assessment. ” 

( 7 ) But while the chances of the new tenure proving a remedy 
for the ryots’ difficulties are extremely slender, its introduction cannot 
fail to be attended by several consequences of a very regrettable 
character. In the first place, agriculturists will now be prevented from 
a.sking for suspensions or remissions of land revenue even in bad years 
by the fear that Gkivernment may take the opportunity to force the 
new tenure on them. It has now been generally admitted that one 
great defect of the Bombay Land Revenue system is the absence 
therein of a provision for a liberal scale of suspensions and remissions 
in years of drought. It was hoped that the pointed manner, in which 
this defect had of late attracted general attention, would result in the 
Bombay Government prominently recognizing the claims of this form 
of relief in their Famine Relief Administration, If the present Bill, 
however, passes into law, agriculturists will, as a rule, be deterred from 
coming forward to claim this form of State assistance oven in years of 
great distress, for fear that thereby they may lose their present 
proprietary rights over their holdings. Another evil which will result 
from the creation of the new tenure will be the degradation of large 
numbers of agricult^urists from their present proprietary status to that 
of mere ttJnamts of the State — a moral lowering of position, 
calculated to take away their sense of independence and responsibility, 
which cannot fail to produce an unfortunate moral effect upon their 
character. When the survey tenure was introduced, it was claimed 
on behalf of Government that the agriculturists would thereby be 
removed “ from the pupilage and surveillance of Government 
officers. ” It is sad to think that after half a century, Gqvernment 
should tliink it necessary to undo, their own work and relegate these 
men once again to “ the pupilage and surveillance ” from which they 
were declared to have been freed. Moreover when the survey tenure 
was created, Government extinguished the nu'ms tenure which was 
then in existence over large areas in the Deccan. This mnis tenure 
was admittedly superior to the survey tenure, inasmuch as the State 
demand in the case of mirasdartt was permanently fixed and their land 
was besides not liable to forfeiture for non-payment of assessment. 
To reconcile the public to the extinction of the miras tenure, it was 
urged on behalf of Government that while the mirasdars would under 
the new system not lose much, the vpcari tenants of the State, who 
constituted the majority, would be great gainers in that they would 
fhjoy ttw right fr^ traiisfer for the first time, We therefore thiMc 
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that the present proposal to reduce a large proportion of the 
agriculturists once more to the position of mere tenants of the State 
practically violates the understanding on which the people of the 
Presidency reconciled themselves to the extinction of the old rniras 
tenure. 

( 8 ) The last observation that we desire to offer in this connec- 
tion is that it is not by abolishing or restricting the right of free 
transfer that the lot of the average agriculturist will be ameliorated. 
As we have observed above, ho borrows because his holding is often 
too small for his needs. One cause which drives hini into the hands of 
the savkar is the rigidity of the State demand which has to be paid 
alike in good and bad years. “ It is evident " said the Deccan Riots 
Commission of 1875, “ that a revenue system which levies from the 
cultivators of a district, such as that now dealt with, the same amount 
yearly without regard to the outturn of the season, must of necessity 
lead to borrowing In bad years the ryot munf borrow. ” The Deccan 
Agriculturists’ Relief Commission of 1891-92 endorsed this opinion and 
suggested a greater elasticity in the matter of revenue collection, the 
fixing of more suitable dates for the different instalments and other 
executive measures for mitigating the cast-iron character of the 
present system. We are not aware that these suggestions have been 
adopted by Government, though we find the authority of the Commis- 
sion of 1891-93 quoted in support of the principle of the present Bill. 
However, these suggestions, even if adopted, woul^ prova only small 
palliatives. The real remedy for the chronic difficulties of the ryot 
must be sought in the promotion of non-agricultural industries to 
relieve the pressure of surplus population on the soil, a better organiza- 
tion of real credit, an abatement of the State demand where it is exce- 
ssive and a statutory guarantee, in the absence of a permanent settle- 
ment of this demand, that the assessment will not be raised at the time 
of revision unless there has been a rise in prices and that the increase 
will not be more than a certain proportion of the rise in the latter. 

( 9 ) With regard to the proposed amendment of Section 48 of the 
Land Revenue Code, we fail to understand why it is included in the 
present Bill. Its proper place is in a general revision of the Land 
Revenue Code, such as has been admitted by Government to be 
necessary. Under the existing law, Government have the power to 
levy a special assessmpnt on building areas (Section 48), to levy a 
fine for appropriating agricultural land for non-agricultural purposes 
(Section 65), and to fix a period not greater than 99 years, for which 
the special assessment shall be in force (Section 102). But they have 
no power to make rules providing for a periodical revision of such 
.assessment, so that the revision ^e plane in the opse of sU 
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buildings and as a matter of course, and it is this power which Govern- 
ment seek to obtain by amending Section 48 of the CJode, We under- 
stand that the entire non-agricultural value of all unalienated land is 
claimed by Government as their exclusive property. We do not think 
that this is a just claim. The fact that there were neither building 
fines nor special assessments of building areas before 1865 shows that 
the claim of Government is only an assertion of State landlordism of a 
comparatively recent date. As the proposed amendment of Section 48 
is calculated to strengthen the hands of Government in enforcing their 
theory to the fullest extent, we think it our duty not to agree to the 
amendment till the whole question of the assessment of building areas 
is placed by Government on a juster and more satisfactory basis. ] 


I The Seamd Reading of the Bill uxia moved at a meeting of the 
Bombay Legialative Council held at Poona on Friday ^ 28rd August 190 U 
Lord Northcote, the Oovei'nor^ pi*esid%ng. Mr* Pherozeshah Mehto^ moiled 
an amendment to the effect thd> the Bill he referred for opinion to 
rarious gentlemen and public bodies and reconsidered by the Select 
Committee in the light of the opinions received. On Saturday^ 24th 
Augustt 190L Gokhale supported the amendment in the folloiving 
speech : ] 

I 

** •! 

Misapprehension of the Sponsors of the Bill 

Your Excellency,— I rise to support the amendment which has 
been moved by my honourable friend, Mr. Mehta, My Lord, it is with 
a deep sense of responsibility that I do so. I have now been for fifteen 
years in public life,— I mean such public life as we have in this 
country —and I can sincerely assure your Excellency that I have never 
seen the public mind so profoundly agitated as over this bill. The 
Honourable Mr, Monteath complained yesterday that the Bill had 
been widely misunderstood and misrepresented. But has the mis- 
apprehensien been all on one side ? Is it not a fact that Government 
themselves had to issue a special Resolution after the Bill had been 
introduced to correct the misapprehension of one of their own 
Collectors ? But, my Lord, 1 go further and 1 say that the honourable 
mover of the Bill himself and also the Honourable Mr. Lely have 

1. Mr. (later Sir) Pherozeshuh M, Mehta (1845-1915); member, Bombay Municipal 
Corporation and four times its President, (1884, 1885, 1905 and 1911); a founder- 
member of the Indian National Congress (1885); one of the founders of the Bombay 
Presidency Association (1885); member, Bombay Legislative Council (1892); member, 
Imperial Legislative Council (1893-1902); president, Indian National Congrees (l890); 
yice-Chancellor» Botnl^ay University (1910). 
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shown by their speeches of yesterday that they are themselves under 
a great misapprehension as to what the Bill can do and what it cannot. 
If no misapprehension had existed in their minds, much of what they 
said yesterday— however true it might bo as descriptive of the agra- 
rian situation in the Presidency — would have remained unsaid as 
irrelevant to the discussion of the present measure. The Honourable 
Mr. Monteath said tliat the Bill was intended to bring relief to those 
who were only nominal occupants of their holdings, e., whose lands 
were in the hands of the sowcar and who were practically his serfs. 
The Honourable Mr. Lely cited a number of instances of families tliat 
have been ruined by the unrestricted right of transfer under the survey 
tenure and whose lands are now in the hands of the Bania» As 1 sat 
yesterday listening to these instances— some of them very pathetic and 
all of them interesting — while I felt sincere admiration for the patient 
labour with which my honourable friend had collected his data, I could 
not help saying to myself : “ All this is entirely beside the point.** If 
the Bill could really bring relief to those who are practically the serfs 
of their money-lenders, I admit that whatever there might be to be said 
against the measure, there would also be a good deal to be urged in its 
favour. But, ray Lord, it is absolutely impossible that the Bill can do 
anything of the kind. 

The Bill will be Inoperative*. 

r ' 

What is it that is proposed to be done under the Bill ? Its princi- 
pal provision, which has exercised the public mind so much, is that 
Government may regrant forfeited lands without the ]X)wer of free 
alienation. Government intend to regrant such lands as far as possible 
to old occupants. This is not in the Bill itself, :but I will assume for 
ray present argument that they will do so. Now let the Council mark 
what is the true scope and character of this provision. Before a 
holding can be brought under the new tenure, it must first be forfeited, 
which means that the assessment in respect of it must be withheld. 
The Bill will be simply inoperative in the case of those lands the 
assessment of which is paid. Now under the Land Revenue Code the 
assessraent can be paid not only by the occupant in whose name the 
holding stands, but by any one interested in the holding, including 
the mortgagee i.e., the sowcar, and under the present Bill, Govern- 
ment are bound to give at least fifteen days’ notice before forfeiture, 
so that any one who is interested in the holding may pay the assess- 
ment. The sowcar, therefore, can pay the assessment when the occu- 
pant does not, and when this happens the Bill will be absolutely power- 
less to help the ryot, however much he may be the serf of his 
money-lender, Ifow, my Lord, whatever else the eowoars may be, they 
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oeortalnly are not simpletons, and it is inconceivable that they will 
ever allow any land which is mortgaged to them to be forfeited when 
tliey can prevent the forfeiture by simply paying the assessment. 
Even under existing arrangements, the assessment is in most cases 
paid by or realized from them when the occupant is unable to pay it, 
though it is true that at present they try to secure, if possible, remis- 
sions in the name of the occupant. When the present Bill becomes 
law they will, no doubt, take good care to pay the assessment in all 
cases, but that only means that the collection of land revenue will be 
more stringent than at present, — it will bring no relief whatever to the 
ryot who is the sowcar’s serf. My Lord, “ in vain the net is spread 
in the sight of any bird.” A sowcar here and a sowcar there may per- 
haps be caught napping—where, for instance, he is gone on a pilgri- 
mage, or is a minor and has no one to look after his interest, but such 
instances will be extremely few. My honourable friend, Mr. Desai 
has perhaps seen this point, and that was, I think, why he regretted 
yesterday the provision contained in this Bill that at least fifteen days' 
public notice should be given before forfeiture. He would like to give 
no notice whatever and thereby he hopes to be able to take a larger 
number of sowcars unawares. Now, my Lord, whatever results Mr. 
Dbsai’s method in this particular might achieve, that method is not, I 
submit, consistent with our notions of the dignity of the British Gov- 
ernment or the sense of justice and fair play which we have been accus- 
tomed to reoDgpize Is forming part of its character. And I am sure the 
British Government will never come to such a pass unless men like my 
honourable friend have more to do with its legislation than they have 
at present. But I will ask Mr. Desai this : Supposing you are able to 
catch a few sowcars in this way, do you think that thereby you will be 
able to free the ryots concerned from their liabilities ? When the lands 
of these ryots are forfeited and are regranted to them under the new 
tenure, the sowcars will, no doubt, not be able to get the labds back 
into their own hands. But the personal liability of the ryots for the 
old debts remains in full force and, therefore, the moment the harvest 
is gathered and the crops brought home, the sowcar can seize them and 
thus he will be able to exploit their labour as much as ever. And that 
is really all that he does even at present as pointed out by the Honour- 
able Mr. Aston. He does not till the lands himself. All he cares for 
is to exploit the ryot’s labour. In the first place, therefore, no sowcars 
will allow the lands in their possession to be forfeited, which means 
that this Bill will be inoperative, and, secondly, even if a few sowcars 
are caught napping and the lands in their possession ore forfeited and 
regranted to the old occupants under the new tenure, the personal 
liability of tiiese ryots for their old debts will remain in full force, and 
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thus the sowoars will be able to exploit their labour as much as ever. 
Even if these ryots are taken from their old holdings and put on new 
lands and Government go so far as to pay them a bounty for cultivating 
lands which otherwise would remain uncultivated, the crops on these 
new lands will be liable to be attached, just the same as the crops raised 
on the old lands. Unless, therefore, the Civil Courts are closed to the 
sowcars and it is enacted that their contracts, whatever their nature, 
are all invalid and cannot be enforced, you cannot get a ryot, who has 
once got into a sowcar’s clutches, out of those clutches till the debt is 
paid oiT, and the present Bill can bring him absolutely no relief. 

My Lord, the Honourable Mr. Monteath threw down to me yesterday 
a challenge with reference to the drafting of a certain section. Now 
challenges, as Burke says in one place, are rather serious things. But, 
for once, I will set aside Burke’s advice and follow the example of my 
honourable friend, and I will make him this offer : If he will satisfy 
me— and I hope 1 am not quite unreasonable, — if he will satisfy me 
that this Bill will bring any the least relief to those ryots whose lands 
are already in the hands of the sowcars, I will at once abandon all 
further opposition to this Bill, 1 will vote for the second reading, and 1 
shall even feel happy when I am pilloried in the columns of the press 
for my change of opinion. My Lord, I repeat, the Bill can bring no 
relief to the ryot who is indebted. And is it for those who are them- 
selves under a misapprehension in so important a particular to complain 
of the misapprehension of others ? < • 

Indifference to Public Opinion Responsible for Misapprehension 

But I have something more to say on this question of misappre- 
hension, and I will speak freely today and even bluntly — for, on an 
occasion of such gravity, blunt speech is a duty, however much it 
might be liable to be misconstrued. 1 admit, my Lord — 1 have admitted 
in private conversation and I make the admission openly in this 
Council today — that there has been a certain amount of excited writing 
in the columns of the press on the subject of this Bill. But may 1 ask 
what steps Govermnent took to prevent or check a misapprehension of 
their intentions beyond the resolution of June 18th, which was intended 
sbnply to recall the steps taken by one of their own Collectors ? I feel 
bound to say that in this matter everything which should have been 
done was left undone, and whatever should not have been done has been 
done. I was once given to understand that the Press Committees, 
about which so much was said at one time, had been established not so 
much for keeping a watch on the conduct of new^apers as for the 
purpose of noting the grievances ventilated in their columns and cor* 
r$cting misapprehensions wherever such correction was necessary. Was 
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this agency of the Press (committees used in the present instance to 
prevent or remove misapprehensions? Did Collectors or such other 
officers arrange anywhere to meet native gentlemen of education and 
influence and talk the matter over with them with the object of dissi* 
pating their fears ? Was any attempt made to explain to the ryots the 
true scope and character of the present Bill ? But while none of these 
things were done, mark what the Gk>vernment did do. At a time when 
the agriculturists of the Presidency had just passed through a period of 
the greatest privation and suffering, when Government had already 
done so much for them and so much more had been promised which 
had aroused in them feelings of deep gratitude, when, in fact, the 
relations between the two races* were better than they have ever 
been for years past and were every day growing more ccvdial, 
when your Excellency had won all hearts by your own profound 
sympathy— and may I add that of the noble lady who is your 
partner in life— with the poor in their distress, this bomb was 
suddenly thrown into our midst; and because people got scared and 
began to run about wildly— some shouting perhaps more excitedly than 
was necessary — the honourable member turns sharply on them and 
says : “ Oh, it was only a harmless explosive, and you had no business 
to get so frightened." Then, again, look at the manner in which the 
Bill is being rushed through the Cbuncil, It was first published on 18th 
May and it came on for first reading on 30th May, almost before anyone 
had had tiipe (o grdsp its true meaning and character. Even the statu- 
tory provision, requiring the publication of the Bill hfteen days before 
its hrst reading, was not complied witli, and though your Excellency, 
by suspending the standing orders, legalized what otherwise would have 
been illegal, that did not increase the time allowed to the members of 
this Gouncil for studying the measure. The first meeting of the Select 
(Committee was held the very next day after the meeting of the Gouncil, 
i.e., on 31st May, and the second meeting, which was also thd last, was 
held on the 24th June, t.^., before a single memorial from public bodies 
or anyone else had reached the Council The deliberations of the Select 
CTommittee were thus closed before the public had had any opportunity 
to submit a single suggestion or a single criticism to that Committee. 
Now, my Lord, 1 do not subscribe to the doctrine that the official 
classes alone understand what is in our interest and what is not. And, 
1 think, the public are entitled at least to be heard before a Select 
Ck)mmittee api>ointed by the Council makes up its mind as to what it 
shall recommend. In the present instance, however, all the numerous 
petitions that have poured in upon the Council have been simply bruslied 
aside. It is true that a few of them were considered by Government 
in their executive capacity, and a r^ly, too, was given to one of them. 
But that is not the same thing as this Council considering them ; the 
f 
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Select Committee alone can act on behalf of the Council, and so far, thwe- 
fore, as this Council is concerned, the memorials against the Bill have 
been merdy so much waste paper. These petitions— this huge mass of 
papers — were laid on the table only the day before yesterday, and it 
was physically impossible for any member of this Council to go through 
them before the honourable member rose to move the second reading 
of the Bill. Can any one seriously maintain that there is not a single 
suggestion, a single hint, in all these papers which this Council might 
usefully consider ? 1 submit, my Lord, this extreme precipitation and 
this indifference to public petitions is as responsible for any misap- 
prehension of the intentions of Goverment as anything else. My 
honourable friend, Mr. Chunilal, told us yesterday that agriculturists 
who were in the beginning favourable to the Bill are now opposing it 
owing to the misrepresentations of certain people. And he mentioned 
how he had a talk with two agriculturists who are heavily indebted to 
sowcars, and who welcomed the measure as beneficial when he explained 
its tl-ue nature to them. Now I ask my honourable friend, what did 
he tell the two agriculturists ? Did he tell them that the Bill would 
free them from the power of the sowcar ; that their land would get out 
of his hands after this Bill was passed ? If he said this to them, I 
say he has misrepresented the Bill— I do not say consciously — be has 
misrepresented the Bill to them. How can this Bill help any one 
who is already in the hands of the sowcar ? I ^would request my 
honourable friend, when ho goes back to Broach, to haYe< another talk 
with those agriculturists, and I would ask him to tell them that, so 
far as ryots in their condition were concerned, the Bill was not capable 
of bringing them any relief. 1 would then like to know if those two 
agriculturists would still regard the Bill as likely to prove beneficial to 
them. My Lord, I am amazed that members should talk of misre- 
presentation and misapprehension who do not yet seem to realize what 
this Bill will do and what it cannot do. I will try to make it clear to 
this Council that this Bill cannot confer the least benefit on agricul- 
turists ; but that, on the other hand, it will do large numbers of them 
great harm. 

Suggestion of Educated Classes Not Being in touch with 
people Repudiated 

But, before 1 deal with that question, there are one or two other 
points on which I wish to say a word. 1 have with regret seen it 
suggested by some of the official supporters of the measure that the 
educated classes are not really in touch with and do not understand 
the true wishes and feelings of the great body of agriculturists in this 
matter, and that their opinion on this Bill is not ^entitled to any weight. 
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Such a Buggestion, I submit with due deference, is inaccurate as a 
statement of fact and questionable in point of taste. How would thme 
gentlemen like it, if we turned round and said : what do these Collectors 
and Assistant Collectors really understand of the true feelings of 
villagers ? When they happen to go to a village, in the course of 
their official duties, what actually takes place is this : They pitch 
their tent at some distance from the place, unless there is a travellers’ 
bungalow anywhere near, make a few inquiries of the village or taluka 
officials that are always in attendance, and visit, perhaps, a few spots 
in the neighbourhood. Their knowledge of the vernaculars no more 
qualihes them to enter into a free Conversation with the villagers than 
does the English of Johnson and Macaulay which we study enable us 
to understand without difficulty the vigorous language of a British or 
Irish soldier. Meanwhile, it is the interest of the village officials that 
as few complaints should reach these officers as possible, and that 
they should go away well pleased, and the termination of the visit of 
inspection is regarded with feelings of genuine relief. I think such a 
way of putting the matter has in it just that amount of truth which 
makes the whole description look plausible. But 1 feel bound to say it 
is grossly unfair to a large number of very deserving and very con' 
scientious officers of Government. The truth, my Lord, is that the 
English officials in this country understand the ryot from one stand- 
point, and we .understand him from another, and between the two our 
knowledge of him is certainly not the less deep or instinctive or 
accurate. 

. Agifafion Against Bill Not a Money-Lenders’ Agitation 

Then, again, it has been stated that only the sowcars and their 
champions are opposing this Bill, and, to our great regret and. 3 stonish- 
ment, wo find the Secretary of State for India* declaring in Parliament 
that it is all a money-lending agitation. Now all 1 can say is, in this 
matter, that there cannot be a more complete or a more grievous 
misapprehension of the true facts of the situation, and the circurastanoe 
that the Secretary of State should have lent the weight of his authority 
to this misapprehension shows to my mind how entirely out of touch 
those who are responsible for advising him are with the real sentiments 
of the agricultural population. My Lord, the agitation against the 
Bill is emphatically not a money-lending agitation. Why should it be 
thought that men like the Honourable Mr. Mehta would ever associate 
themselves with an agitation started in the interests of money-lendws 
and against those of the ryots ? We are pot money-lenders ourselves, 


^ foot-aote 2 on p. 6, 
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and there is no earthly reason why we should champion the interests 
of’the money-lender more than those of the ryot, even if the instinctive 
sympathy which all human beings feel for the weaker party in any 
struggle were to be withheld by us from the poor ryot. And speaking 
for myself, if your Excellency will pardon the egotism of a slight 
personal reference, I will say this : that it was my privilege to receive 
my lessons in Indian Economics and Indian Finance at the feet of the 
late Mr. Justice Banade, who, as your Elxoellency so truly observed at 
the Bombay Memorial Meeting, was always a friend of the poor ryot, 
and who, it is well known, greatly interested himself in the passing 
and the subsequent successful administration of the Deccan Agricul- 
turists’ Relief Act. It is not, therefore, possible, unless I am prepared to 
prove false to the teachings of ray departed master, that in any agrarian 
discussion 1 should range myself against the interest of the ryot or be 
swayed by a special feeling of partiality for the money-lender. No, 
my Lord, it is because I believe, and very firmly believe, that this Bill 
will prove disastrous to the best interest of the agriculturists and not 
because it is likely to do any harm to the money-lender — which I do not 
think it really will, as I will show later on — that I deem it to be my 
duty to resist the passing of this measure to the utmost of my power. 
If it is true, as 1 have heard it alleged, that the agriculturists themselves 
do not dislike this Bill, may I ask how it is that, .while the petitions 
against the Bill have poured in upon the Council in a manlier perfectly 
unprecedented, — and many of them are signed by large numbers of 
agriculturists— there is not a single petition from any agriculturist in 
favour of the Bill ? If it be said that the agriculturists are too ignorant 
to formally submit an expression of their views to Government or that 
they have not yet had time to do so, my answer is tliat the first conten- 
tion caupot hold good in view of the numerous petitions purporting to 
be in favour of the Khoti Bill’ submitted by khoti tenants in the Ratnagiri 
District during the last three or four years ; and, as regards the second 
contention, it only adds strength to the eloquent appeal which my 
Honourable friend Mr. Mehta has addressed to this Council to postpone 
this mesbsure for six months. This will give the agriculturists time to 
petition in favour of the Bill, and then the ixisition of Government will 

1. The reference is to the BUI introduced in the Council in 1898. It had for its 
objects " the abolition of crop-share and annual appraisements and the substitution 
of rents on a simple and equitable principle." According to Mr. A. G. Desai, author 
of " the Khoti Settlement Act» Bombay Act 1 of 1880 ", the Bill was one-sided, as it 
left the Khot almost entirely at the mercy of the tenant. The tenant could pay 
his rent any year in cash or in crop share, jua|; as it might suit his convenience. " 
The Bill was however wifhdr^wn in July 19!p0 the instance of ^he^ecre^yo^ 
State, . , _ . 
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be immensely strengthened, for the ground from under the feet of those 
who are opposed to the Bill will be out. 

The Bill is An Encroachmenf on Peasants' Rights 

My Lord, to my mind it is the most natural thing in the world 
that the agriculturists of the Presidency should have received this Bill 
with feelings of consternation and dismay. How could it be otherwise 
when we consider the nature of the Bill, the time selected for its 
introduction and the feelings and prepossessions of our agricultural 
community ? 1 can only regard it pe an instance of the malignity of 
fates that at a time when Government had done so much to save the 
agriculturists from actual starvation, and when they had been 
encouraged to expect specially liberal treatment in the matter of 
suspensions and remissions, and when in consequence they were 
feeling profoundly thankful to Government, this Bill should have 
come upon the community like a bolt frcsn the blue, undoing, so to 
say, in a moment the splendid work of months, if not of years, and 
substituting distrust and alarm, in place of growing attachment and 
warm gratitude. From a return laid on the table yesterday, we find 
that in May last, when the Bill was introduced, the amount of arrears 
in the Presidency was about crores, of which Government had 
already decided to» suspend or remit crores. Seeing that these 
arrears were' prhctically for two famine years, and seeing how extensive 
had been the crop failure on both the occasions, I do not think the 
arrears were at all excessive, especially when we bear in mind that in 
many places the intended relief had not been definitely announced to 
the particular individuals concerned and, therefore, many more persons 
were in a state of expectancy than would have been the case if the 
requisite announcement liad been previously made. Tho^extenl to 
which the Bill has frightened the people may be gauged from the fact 
that out of these arrears 45 lakhs have been already paid, and probably 
more would have been realised but for the announcement of Gbvern- 
ment made in June that no forfeitures would be made before the 
passing of the Bill, and that, even after the Bill became law reasonable 
time would be given to the occupants to pay up before forfeitures 
would be ordered. My Lord, the ordinary Indian peasant is so 
tenaciously attached to his proprietary rights over his holding, and he 
finds the full enjoyment of these rights so useful in actual life, that 
there is nothing he will not do, if it is in his power to ward off what 
he regards as a direct or indirect attack on those rights. And is it 
difficult to understand that a proposal to take away fr(»n him his 
power of alienating, when necessary, his holding should appear to him 
to be a most serious encroachment on his rights? When the Survey 

a.-65 
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Act of 1865* was passed, it was claimed on behalf of Government that 
the conferring of the survey tenure on those who have been upari 
tenants previously practically added to the wealth of the agricultural 
community nearly £35,000,000 sterling. If this was not a mere idle 
assertion, it follows that, when it is proposed today to withdraw from 
a portion of the land of the Presidency the power of free transfer, it is 
equivalent to withdrawing a portion of the wealth that was claimed to 
have been added to it in 1865, and that has since been enjoyed by the 
survey occupants. The agriculturist feels that his power of transfer 
enables him to raise a loan in times of difficulty ; when the difficulty 
passes away he, in many instances, tries his best to repay the loan ; 
but the struggle is very hard and he often finds redemption beyond his 
power. All the same, he values his power of transfer and will not 
relinquish it if he can. Suppose Government were to declare to- 
morrow that Government Securities were not transferable and that the 
holders were entitled only to receive interest from Government, How 
many of us will like such a restriction ? I only mention this illustra- 
rion to show how, human nature being what it is, no one would like to 
part with a power which means a command of resources in times of 
need. Of course whether such unwillingness on the part of the ryot to 
part with his power of free transfer ought to deter Government from a 
course which they think to be necessary in his interests is another 
question. My present point is that it is not in the nature of things 
possible that the agriculturists could like this Bill — except, perhaps, 
those among them who under a misapprehension may imagine that it 
will enable them to get ild of their debts to the sowcar. 

The Bill will do No Good to Agriculturists 

1 have so far tried to show to the Council that, whatever value 
Government may attach to the present measure as likely to ameliorate 
the condition of the ryots, the opposition to it is a genuine and spontane- 
ous .opposition, and is strongest among those for whose benefit the Bill 
is avowedly intended, neunely, the agriculturists themselves. I will now 
come to the question whether the Bill is really likely to do any good to 
anybody. My Lord, I am strongly of opinion that, so far as the agri- 
culturists of Ihe I’residency are concerned, it cannot do them the least 
good and that it will do large numbers of them great injury. Our 
agriculturists may be divided into four classes : (1) those who are yet 


1. This Act provides "for the survey, demarcation, assessment and 
administration of lands held under Government, in the districts belonging to the 
Bombay Presidency, and for tlie registration of the rights and interests of the 
ocsnpants of the same. " 
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free or virtually free from debt; I believe these form a small pKqjortion 
of the total number; (2) those who have already got into debt, but not 
to such an extent as to be hopelessly involved, and who are making 
honest efforts to keep their heads above water ; these I believe constitute 
a large class; (3) those who are so heavily indebted as to be hopelessly 
involved; these also constitute a large class and they are, I believe, at 
present practically serfs in tlie hands of sowoars ; and, (4) lastly, those 
whose lands are so poor and over-assessed that the cost of cultivation 
and the Government assessment eat up the whole gross produce, if, 
indeed, it suffices for the purpose, and who, therefore, are unable even 
how to raise any money on the security of their lands. This class is, 
like the first, numerically a small ofte. Let us now consider how the 
Bill will affect the interests of each one of these four different classes. 
As regards the first class, it is obvious that those agriculturists do not 
need Government intervention. They have so far used their credit well, 
and Government themselves have often decided that they have no 
desire to interfere with the freedom of action of these men. But if the 
Bill is passed, this class will be very prejudicially affected by it in one 
respect. These men are, at present, like other agriculturists, entitled 
to the relief of suspensions and remissions in times of famine. But it 
has been stated on behalf , of Government that the proposed legislation 
will enable Government to determine without difficulty who should get 
the benefit of suspensions and remissions and who should not, a man s 
readiness tcf come under the tenure being accepted as a test of his 
deserving the required relief. And as men of this class will never care 
to part with their power of free transfer for the sake of a year s assess- 
ment, it is clear that their position will become worse when the Bill is 
passed, in that they will not practically got the benefit of suspensions 
and remissions to which they are at present entitled. My Lord, I submit 
it is very hard that a class which has deserved so well of the Govern- 
ment by reason of the judicious use that it has made so far of its credit 
should thus be marked for injury. The assessment of Government, as 
is well known, is based, in the Deccan at any rate, on an average of 
seasons, the standard being that in three years one is good, one bad and 
one indifferent. When, however, there is a succession of bad seasons, 
as has been the case during the last five or six years. Government are 
morally bound to remit a portion of the assessment as a matter af 
course. And it is unfair to make this relief dependent upon the applicant 
accepting a change in tenure which he does not like. 

As regards the second class, that is, those who have already got 
into debt, but who ate not yet hopelessly involved, their position, too, 
will be med* much worse by this legislation. A case within my own 
petfiom] e^rienoe will fflustote what I say. Gownment have 
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appointed me to administer the estate of a minor in Poona. My ward's 
father, a sardar of the Deccan, who used to lend money to agriculturists 
on the security of their lands, had advanced about seven years ago a 
sum of Bs. 900 at 10 per cent, to one man, whose holding will fetch, if 
sold in the market, about Bs. 2,000 in ordinary times. This holding 
has to pay an assessment of Bs. 108, and deducting that, it brings to 
the holder a net income of about Bs. 150, out of which, however, he has 
to -pay us Bs. 90 a year as interest. Now for the last five years the seasons 
have been continuously unfavourable, and this man has not been able 
to pay us anything on account of interest. He managed to pay the 
Govranment assessment somehow or other till two or three years ago, 
and since then he has been in arx’ears. Now till June last this man was 
under the impression that his arrears would l>e remitted, when all of a 
sudden he received a notice that, unless he paid up, his holding would 
be forfeited. The man at once came to me in great fright and asked 
me to advance the amount required to pay the arrears. I asked him 
how I could advance any more money to him when he had not paid 
us the interest for the last five years. Tlio man, however, begged hard. 
He said he would give me a new bond for the original Bs. 900 plus 
Bs. 500 — the amount of interest unpaid — pltis the two hundred 
and odd rupees required for paying up Government arrears, or 
altogether for a sura of nearly Bs. 1,700. A's this sum was to bear the 
same Interest as the original amount ». e., 10 per cent., the man’s 
proposal practically meant his utter ruin, as he Would^ afjter the new 
transaction, have to pay Rs. 170 a year as interest with an income of 
only about Bs. 150. Fortunately, the last Government Resolution 
on this subject has come to his rescue, and for the present at any 
rate, I believe, he will have no more trouble. Now this is a typical 
and not an isolated case, and it will illustrate how agriculturists of 
the second class mentioned above will be harmed by this Bill. These 
men wilUnot accept the new tenure, if they can help it, and will go on 
adding to their debts in bad times in order to pay the Government 
assessment, and even if in a few stray cases they are inclined to take 
advantage of the new tenure, the sowcars who have already advanced 
to them money will not, as I have already showed, allow the land to 
be forfeited, but will pay the assessment themselves and thus add to 
the liabilities of the occupants. The third class is of those who are 
hopelessly involved and whose lands are at present in the hands of the 
sowcars. I have already shown that this class will not be touched by 
this Bill at all, though some members are under a misapprehension 
that it will bring them relief, and I do not think I need say anything 
more about these men now. Finally, as regards that class of agricul- 
turists who cannot raise any money on the security of their lands 
even at present, by reason of the poor oharaoter of tlte soil ancl the 
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heavinese of Gk>Terninent sssesBraent, why, my Lord, these lauds are 
practically inalienable even now, since no money can be raised on 
their security, and so I do not see how the position of these men will 
be improved by the passing of this Bill Thus, then, of the four classes 
into which the agriculturists of the Presidency may be divided — anH, 
it will be admitted, my division is exhaustive—the first two classes, 
i.e. just those who are entitled to the fullest sympathy and protection 
of Government will be very prejudicially affected by the BiU. The 
third class, which requires the special assistance of Government, if it 
is to be helped out of its present hopeless condition, and if the question 
of agricultural indebtedness is to be really faced, will not virtually be 
touched by this Bill at all ; wlSile the position of the last class will 
remain just what it is at present— only they will feel that their status 
in life has been lowered. The Bill thus will do absolutely no good, 
and must, on the other hand, do a great deal of harm to the 
agricultural community. 

The Bill Will Hasten Expropriation ol Peasantry 

Then, again, the apprehensions of sowcars have been aroused, and 
if the Bill is passed into law, a considerable number of them will arm 
themselves with decrees a\id compel the sale of the occupancies at 
present mortgaged to them, which they will try to buy themselves. And 
thus the exprqprialJbn of the peasantry, so far from being prevented, 
will, in fact, actually be hastened by this Bill. As regards the sowcars 
themselves, 1 think it is quite clear that the proposed measure ciuinet 
really injure their interests except, perhaps, in so far that where the 
new tenure comes to be substituted— which, I believe, will now be on 
an exceedingly small area— they will not be able to engage in loan 
transactions to the same extent as elsewhere. But this really is no loss 
as in course of time an adjustment is bound to take place, and these 
men will find other openings for investment. 

Government Alone Will Gain by the Bill 

The only party whose position is improved by the Bill are the 
Government themselves. 1 do not mean to say that the framers of the 
Bill have this object in view. But that cannot alter the fact that this 
will be the result oif the proposed legislation. In the first place, as my 
honourable friend, Mr. Mehta, has already pointed out, the Bill consti- 
tutes an emphatic assertion of the theory of State landlordism, and this 
is bound to have far-reaching consequences. The BiU means a nationa- 
lisation of forfeited lands, which alters completely the character of the 
|wd ^ure ip the l^esidency. ^e Hopo\^‘abie Mr. Monteath egpressed 
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his surprise yesterday that I should call the Government scheme a 
measure for the nationalization of forfeited lands, I do not know in what 
sense the honourable member understands the word nationalization, but 
if he takes it in the sense in which political economists use the term, I 
do say, and I say it emphatically, that the Bill constitutes a scheme 
for the nationalization of forfeited lands. The honourable member will 
remember that the Belief Act Commission of 1891^ discussed in their 
report the question whether Government might not buy lands them- 
selves instead of letting the sowcars secure them and then re-grant 
them to agriculturists as tenants of the State without, of course, the 
power of alienation. They pronoynced the proposal a good one if it 
could be carried out ; but they considered the cost would be prohibitive 
and that there were other difficulties also in the way. What they thus 
considered was unattainable by reason of its excessive cost. Government 
now propose to achieve by foregoing merely a year’s assessment when 
the average price of land according to the Honourable Mr. Monteath’s 
own testimony is twenty-five times the assessment. And what is this, 
my Lord, but nationalization of land for a most trifling amount ? 

Wide Discretionary Powers A Real Danger 

c 

Then, my Lord, the wide discretionary powers, which Government 
propose to take under the Bill, will enable them whenever they like — 
though this is not desired at present — to grant short leases or take 
land for public purposes without any compensation, or allot it to 
whomsoever they please. This, my Lord, is a real danger, because 
the tendency of revenue officers generally is to put the widest possible 
interpretation on the powers of Government for the purpose of 
enhancing the Government revenue in every possible way. Take, for 
instance^ the question of building fines and assessment ; who would 
have thought before 1865, when there were neither building fines nor 
special assessments for building sites, that in a few years Government 
would advance their claims from point to point in such a manner as 
to end by claiming for themselves the entire non-agricultural market 
value of unalienated land ? It has been stated that Government intend 
the Bill to be in the nature of an experiment. But, I think, there are 
grave objections to Government embarking upon an experiment which, 
it is quite clear, is bound to fail and which will bring needless discredit 
on the policy of restricting the power of alienation, which, under certain 
circumstances, may prove useful. If Government really want to make 
an experiment which has reasonable chances of success, let them 

1. A special commission appointed in 1891 “ to inqairf iptp working qt 
PaccM AgricHUmisto’ Relief Act of 1879 ", 
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select at first a small area, take over in that area the debts of the ryotA 
from the sowoars to themselves by effecting a settlement of some sort, 
start agricultural banks to provide for the ordinary needs of the agri- 
culturists who are thus taken out of the hands of the sowcars, and then 
declare their lands inalienable without their sanction. This would be 
facing the question in the only manner in which it ought to be faced, 
and many of our countrymen will support Government in such a 
policy. Government will then be incurring some risk, and wiU, there- 
fore, so to say, earn a right to make an experiment in this matter. 
What the ryot needs is money, or, what is nearly the same thing, 
cheap money. And if you do not reduce what he pays at present to 
the sowoar or do not advance anything from the coffers of Government 
for helping him, how can you give any relief to the ryot ? It is, I 
submit, not possible to improve the position of the agriculturist by a 
more manipulation of the legislative machine. 

Certain Criticisms Answered 

My Lord, I have said what 1 had to say about the Bill. I will 
now say a few words in reply to certain remarks which have fallen 
from the Honourable Mr. Monteath and the Honourable Mr. Lely in 
the course of this debatp. The Honourable Mr. Monteath, if he will 
pardon my saying so, spoke with somewhat unnecessary warmth about 
certain observation^ contained in my minute of dissent. The honour- 
able membdr told us that I was not correct in saying that “ in no other 
province of British India has the executive such wide discretionary 
powers about waste, forfeited or relinquished lands, as the Bombay 
Government are seeking to acquire by means of this Bill,” and he went 
on to say that in every other province the executive already possessed 
such powers and that Bombay alone was behind them in this respect. 
Now, my Lord, 1 do not know where the honourable member has 
obtained this law from. The statement in the minute of dissent was not 
made without a careful inquiry, and I claim that 1 am right in the view 
1 have taken, and the honourable member is quite mistakea 1 repeat 
that in no other province has the executive got the power of transferring 
land from one kind of tenure to another in the exercise of its own dis- 
cretion. Waste lands to which the survey settlement has been extended 
as also forfeited and relinquished lands are, at present, in this Presi- 
dency under the survey tenure, i a, they can be granted to occupants 
only in perpetuity and with the full poww of alienation. Under this 
Bill Gbvemment seek to obtain the power to change the tenure of these 
lands whenever and wherever they please. If the honourable member 
will be so good w to show me his authority for his statemenl^ I shall 
be glad to modify my view ci the matter. Then i^ain, my Lord, I 
was amazed yesterday to hear what he said about the present law as 
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to the disposal of forfeited lands. The minute of dissent states that 
at present forfeited lands are sold to the highest bidder, except in 
certain exceptional oases, such as a combination not to buy the land 
at a fair price. And when these sales take place the proceeds after 
deducting the arrears of land revenue and the expenses of sale, are 
credited to the defaulting occupant. It is only in those exceptional 
oases where sales cannot take place for certain specified reasons, that 
the Collector has power to dispose of the land in any other way, of 
course, without changing the character of the tenure under which it is 
held. The honourable member said yesterday that whatever might be 
the present practice, this was not the present law on the subject. Now, 
my Lord, it is almost presumptuous on my part to pit myself in this 
mattor against the honourable member, who is well known for his 
great abilities, who has been a Bevenue Officer all his life, and who 
presides at present over the Revenue Department of the Presidency. 
Still, my authority for my statement is unimpeachable. Here I hold 
in my hand the Land Bevenue Code of the Presidency, and 1 make 
bold to say that a reference to the provisions contained in it, on the 
subject of the disposal of forfeited lands and especially to Buie 60, will 

show that my view of the matter is absolutely correct. 

( 

My honourable friend also challenged me yesterday to draft a 
section, — and he offered to give me a certain ampunt of time to do it 
in — so as to limit the discretionary powers of Govefiuhent, as we 
desire to limit them, and yet to provide for all those oases for which, 
he says, provision is necessary. Now, in the first place I think this is 
not a fair challenge to throw down to me. Are the drafting resources 
at the disposal of Government so inadequate to the work of framing a 
small section such as would meet all .requirements ? Cannot the 
Advocat^rGeneral who occupies so high a position in the Bombay Bar 
or the Legal Remembrancer, who is already recognized to be one of 
the ablest Civilian Judges in the Presidency, help the honourable 
member in this little matter, that he should ask me, who am no lawyer 
and have only my own plain common sense to guide me, to do this 
work ? However, my Lord, as the honourable member has thrown 
down the challenge, I make bold to accept it and 1 venture to assure 
him that, with the assistance of my lawyer friends, I will produce such 
a section as he suggests if he will give me the necessary time that he 
has already promised. Surely it cannot be difficult to frame a section 
which provides that, when land is given for a temporary non- 
agricultural purpose or is given to wild tribes for agricultural purposes, 
the perpetuity tenure should not apply. Now that I have aoc^ted his 
challenge, I hope the honourable member will not proceed further with 
the Bill t^y. 
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Opponents of the Bill Are Not Mere Critics 

The Honourable Mr. Lel;^, in the course of his remarks, regretted 
that men of education and of undoubted patriotism should confine 
themselves to the work of mere criticism and should oppose so small a 
measure framed in the interests of their poorer brethren. He seemed 
to think that our energies would be much better employed if we gave 
up this negative work of mere criticism and came forward to Initiate 
measures of reform. Now, my Lord, in the first place it should be 
remembered that in all countries with strong centralized Governments 
the work of initiating important measures naturally devolves upon the 
Government. Moreover, what opportunities have we for initiating 
important measures ? Put men like the late Mr. Ranade or my honour- 
able friend Mr. Mehta on your Executive Councils. Place them in a 
situation of real power and responsibility, and then we undertake to 
show that we can initiate measures as well as anyone else. It is be- 
cause you have power to carry out your ideas and we have not, that 
we appear to you to be engaged in unpractical or academic discussions 
while you claim for your efforts the character of practical or 
constructive work. We are not, to use the words which Lord Curzorf 
once applied to the Liberals in speaking of the Cretan question, “ so 
empty of suggestion arid full only of denunciation,” as some people 
imagine. But perhaps it is not the part of wisdom to talk of what 
cannot be . Let ribt the Council misunderstand me. I say this in no 
spirit of discontent, but merely to repel a charge which we think we 
do not deserve. 1 freely recognize — what the late Mr. Ranade so 
often used to impress upon our minds — that though there may be 
less field for personal ambition and less scope for the display of indi- 
vidual talent under the present regime, there is ample compensation 
and more than that in the blessings of peace and of order well esta- 
blished, in the larger possibilities of enlightenment and process secured 
to the mass of our countrymen, in the higher ideals of civic and 
national life to which we have been introduced, and in the rousing of 
the moral energies of our people. 

Concluding Remarks ; Appeal for Postponement 

And now I come to the concluding portion of my speech. I 
earnestly implore the Council to accept the amendment of my honour- 
able friend, if not in the form in which it is proposed, in some other 
form which may be more acceptable. And I base my request on two 
grounds. In the first place this voluminous mass of petitions has not 


U see foot-note on p. 97, 
0,-56 
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been so much as looked at by any one on behalf of the Council. I have 
already pointed out that the Select Committee's deliberations bad come 
to a close before a single one of these petitions had reached the Council. 
Of what use, my Lord, is it for the people to petition, if those to whom 
the petitions are addressed will not even care to look at them ? It was 
not thus that the Honourable Sir Charles Ollivant^ dealt with the 
numerous petitions against the District Municipal BilP. It is not my 
object, my Lord, to praise one member of the Government at the ex- 
pense of another — that would be an unworthy artifice — but I mention 
this because it illustrates my idea of how a measure should be consi- 
dered by Select Committee. Sir Charles Ollivant used to go himself 
through the petitions, as far as possible, and, if he had no time, he 
asked us to go through them and bring the principal points to his notice. 
He was always ready to enter into our feelings, to accept whatever 
suggestions appeared in the course of the discussion to be good, and 
alwa 3 r 8 ready to meet us at least half-way. He was not wanting in 
strength. The iron hand, we felt, was always there ; but he ever took 
care to put on the velvet glove. 1 submit it is not right to strike us 
with the mailed fist after the manner of a certain high potentate. My 
second ground for asking for a postponement is that the reason which 
was mentioned by the Honourable Mr. Monteath at Mahableshwar for 
rushing the Bill through the Council no longer exists. The honourable 
member told us at Mahableshwar that it was intended to make the 
new experiment on a large scale, and it was necessafy to p^s the Bill 
before the beginning of the new Revenue year, i.e., the 1st of August 
last. Well, the 1st of August is already past ; and as regards the area 
on which the experiment can now be tried, the resolution recently 
issued by Government directing that no forfeitures should 
take place for one year, practically settles that question. You 
will now get only an exceedingly small area — if you got any at all— 
for trying< 70 ur experiment on. 1 submit, therefore, that there is now 
absolutely no justification for proceeding with this measure so precipi- 
tately. My Lord, the late Mr. Ranade, in a lecture which he delivered 
some years ago at the Deccan College, " On Some Aspects of Indian 
Political Economy, ” referred to the curious phenomenon of Anglo- 
Indian Administrators, who are strong Conservatives in English poli- 
tics, developing radical and even socialistic tendencies in dealing with 
certain aspects of Indian Administration. 1 asked a high officer of 
Government for an explanation of this phenomenon a few days ago. 

1. Maoicipal Commissioner, £^mbay ( 1881-90 ) ; Political Agent, Kathiawar 
( 1890-95 ) ; member, Bombay Executive Council ( 1897-1902 ). 

2. Passed on 16th February 1901. Sir Charles Ollivant was cbairiaan, and 

of th^aembersb of the 9el«ct Comoiittec yrbtoh coasidefed thQ Bill, 
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He said : It is because we are able to take a more impartial view of 
things here than in England, having no personal interest to think of. 
I think, my Lord, this explanation is true as far as it goes, but it does 
not state the whole truth. I think it is also because too much power 
has produced a sense of irresponsibility. Does any one imagine that a 
measure of such far-reaching tendencies would have been introduced 
in England and rushed through Parliament with so much precipitation 
in spite of the unanimous protests of the people ? And I submit that the 
deliberation which becomes in England a duty of Gk)vernment, owing 
to the power of the electors, should also be recognized by the British 
Government in India as a duty under a sense of self-restraint. My 
Lord, what is the position here today ? We, the elected members of 
this Council, are absolutely unanimous in resisting this Bill, and though 
our voting power is not large enough under the constitution of this 
Council to prevent the passing of any measure which Government are 
determined to carry, we represent, when we are unanimous, a moral 
force, which it is not wise to ignore. For better for worse, you have 
introduced the elective element into your Councils, and according to 
your own English ideas, you must now accept us as speaking not for 
ourselves individually but in the name of those who have sent us here. 
And if a standing majority has been secured to Government under the 
constitution, its real purpose, I take it, is not to enable Government to 
ride roughshod ove:k our unanimous expressions of opinion, buttopre^ 
vent the non-oBioial members from combining and overthrowing any- 
thing that Government may have done. This, 1 submit, is the only 
true interpretation of the present constitution of this Council. My Lord, 
the Government, with their superiority in votes, can pass this measure 
here today, but let them remember the words of the poet : 

Oh 'da excellent to haTe a giant's strength, 

But 'tis tyrannous to use it like a giant, 

Nothing can fill us with greater sadness than this spectacle of 
Govermnent trying to carry a measure in such haste and without proper 
deliberation-*-a measure that is bitterly resented by the agriculturists, 
that has roused the apprehensions of the sowcars and that is condemned 
by the educated classes with one voice and in no uncertain terms. Is it 
wise that Government should reduce us, the elected members, to a posi- 
tion of such utter impotence, of such utter helplessness that our united 
appeal should not secure even a brief postponement for a measure of 
such great importance ? My Lord, I appeal to your Excellency person- 
ally in the matter. Your Excellency has come fresh from a land where 
political opponents receive greater consideration and better care is taken 
of the several conflicting interests that must be harmonized in every 
important legislative measure. Your Excellency is free frcnn what the 
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Honourable Sir Charles Ollivant called the other day " deteriorating 
limitations.” I appeal to your Excellency to pause— pause before it is 
too late, pause in spite of anything your Excellency might have said 
yesterday. During the brief time your Excellency has been at the head 
of the Administration in this Presidency, you have taught us to look 
up to you, not only with respect— that is due to all Governors- but also 
with confidence and, if 1 may be permitted to say so, with feelings of 
deep attachment. The people of the Presidency look up to your 
Excellency, even at this last moment, to come to their assistance, and 
I fervently hope and trust that they will not look in vain. 


{ When the amendment um declared la^t, Mr. Mehta, Mr. Khare, 
Mr. Parekh, ami Sir Bhalchandra Kriahmi unthdrew from the Cmncil 
Hall. Before following them, Ookhale spoke as follows : ] 

Your Excellency, — May I offer a word of personal explanation ? 
In the remarks which I made this afternoon I did not like to say any- 
thing as to the course 1 should take if the amendment were lost. 1 think 
it my duty, my Lord, now to say that 1 must follow the course which 
has been tidcen by some of my honourable colleagues. I take this course 
with the greatest reluctance and regret. 1 mean no ^iisrespeot to your 
Excellency or your collee^es personally. It is only an overwhelming 
sense of duty which urges me to take this step because 1 am not pre- 
pared to accept even the remote responsibility of associating myself 
with this measure which my further presence here would imply. 
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FINANCIAL STATEMENT, 1901-02 

I At a meeting of the Bombay LsgislcUive Coun^ held at Poona on 
Thursday, the S2nd August 1901, Lord Northcote, the Oovernor, 
presiding, Qokhale spoke as follows on the Financial Statement' for the 
year 1901~02 : ] 

Your Excellency,— It is, 1 confess, a somewhat ungracions task 
to have to criticise a Financial Statement, such as it has fallen to the 
lot of the honourable member' to lay before this Council The state- 
ment contains, as usual, the actuals for one year, the revised estimates 
fur another, and the Budget estimates for a third ; and in every one of 
these three years a dehoit has been averted only by a special contribu- 
tion in aid from the Government of India. A position so desperate 
might ordinarily be expected to disarm criticism, and if the non-official 
members of Council venture to offer today a few observations on the 
administration of the finances of the Presidency, it is not because 
tliey fail to recognize the great difficulties which the honourable 
member has had to contend with or that they do not appreciate the 
hard work and unremitting vigilance and the honest desire to be 
fair to all interests which characterise the honourable member’s 
discharge of his duties. My Lord, this is the only opportunity that 
we get in the course of the year to give expression to our views in 
regard to the several branches of the Provincial administration, and 
in our criticism, therefore, we naturally have in view not so much the 
particular work of the Bevenue Member for the year as the general 
administration of the finances of the Presidency. The Budget discus- 
sion of last year, the Council will remember, turned mainly on the 
character of the land revenue administration of the Bombay Govern- 
ment The question has assumed, if anything, even greater prominence 
today, and I think the more important objections to the present system 
might be usefully summed up on this occasion. 

Land Revenue Assessments Excessive and Uneven 

Our first contention is that the assessments are in some cases 
excessive, and that over large areas they are very uneven. That the 
poorer lands are in some cases over-assessed was admitted by the 
honourable monber himself at Mahableshwar’, and the fact that the 

1. Mr. J , Monteath, Revenue Member. 

2. In the course of his speech Introducing the Bombay Land Revenue Code Amend- 
ment Bill at a meeting of the Council held at Mahableahwar on 30tb May 1901, Mr, 
Monteath had said : ** We do not contend that the Survey Department has made 
no mistakes, and we have found indications that either on account of mistakes or 
owing to dettdoration from various causes the assessment is in some places, for the 
present at any rate, higher than it should be. "^(Bombay Government Gazette^ 
August 1, 1901, Part V, p. 268 ) , 
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assessments in numerous instances are rery uneven is, I believe, not 
denied ; but the honourable member holds that, on the whole, the 
assessments are moderate and reasonable, and he relies on two 
phenomena in support of his opinion. The first is that the average 
selling value of land is now about twenty-five times the assessment, 
and the second is that money rents are from twice to seven times the 
assessment. Now, I would, in the first place, like to know how the 
average selling price is determined. The Deccan Agriculturists’ Relief 
Act Commission of 1891^ has given in its report figures of selling 
value for the four districts in which the Act is in operation for nine 
years — from 1883 to 1891 — from wh^h I find that while in the districts 
of Poona and Satara the average selling value during the time was 
about twenty-five times the assessment, in Sholapur and Ahmednagar 
it was about eleven times the assessment. And since 1891 we have had 
a period of great agricultural depression, and the selling value of land 
could not certainly have gone up during this time. Assuming, however, 
that the average price of land today is about twenty-five times the 
assessment, that by itself, I submit, does not prove much. It is well 
known that our people, especially retired Government servants, when 
they have any savings to invest, invariably try to buy land, not merely 
because the possession of land carries with it ta certain social status, 
and agricultural pursuits furnish the most congenial occupation to old 
men, but because these people do not consider any investment safe 
except investment in land or Government securities, and' between the 
two they naturally choose the former wherever they can. Capital with 
us is exceedingly timid, and shrinks from the first risks to which a new 
industrial undertaking is exposed ; joint stock enterprise is still very 
feeble, and thus we have the deplorable phenomenon that, while the 
great want of the country is capital for industrial undertakings, a large 
portion of pur savings comes to be locked up in land or Government 
securities. And these men who invest in land in haste, as a rule, repent 
at leisure. One constantly hears the complaint from those who buy 
land that taking one year with another they do not get more than two 
or three per cent, interest on their investment. The high market value 
of land, therefore, is more an indication of the competition among 
buyers than of low assessment. As regards money rents being twice to 
seven times the assessment, 1 admit that where such rents are 
realized, and where they are strictly economic rents, that is, where they 
do not trench upon what should go to the cultivator as his fair share 
of wages, they are an indication that the assessment is not high. But 
ore these money rents always more than double the assessment ? 1 have 
inquiries in the Shevgaon and Nevasa talukas of the Ahmednagar 


1. see fpot*note on p. 43 8« 
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District on this point, and I Ond that in sevnral instances the assessment 
is two-thirds or tliree-fourths of the money rent. I have got with me 
details of names and survey numbers which I shall be glad to supply 
to the honourable member if he likes. Then, again, as an able and 
indefatigable correspondent’ of the Times of Indin has been recently 
pointing out, there are large areas of very poor land which give hardly 
a fair return for labour, and which, in consequence, leave nothing to be 
paid either as rent or assessment. The whole question is, therefore, one 
which may fitly form the subject of a Government inquiry. The 
Bombay Government unfortunately does not recognise, as the Madras 
Government does, that there should be a direct connection between net 
produce and Government assessment. It was laid down by the Court 
of Directors in 1856 that the Government demand should in no case 
exceed one- half the net produce. The Madras Government has all along 
followed this direction in practice, but here, in this Presidency, it was 
considered that the net produce was difficult to detennlne, and that 
more reliable guidance was supplied by the productive capacity of the 
land itself. Now, my Lord, Madras' is governed by the same class of 
men that administer the affairs of this Presidency, and I wonder why 
the adoption of a standard which has been found practicable in Madras, 
and which is obviously based on reasonable considerations, should be 
found so impracticable in this Presidency. 

Revision SeHlemenfs should follow Course of Prices 

Another observation, which I would submit on this land admini- 
stration question, is that the time has now come when revision 
settlements should be made to follow automatically the course of 
prices, care being, of course, first taken to equalise the assessment 
where it is very uneven. Now that the Survey Department has been 
abolished and second revisions completed everywhere so as to secure 
what is called an initial settlement, there is no reason why this 
Government should not give the fullest effect to the policy suggested 
for its adoption by the Government of India in 1883. This is, I 
submit, not going so fax as the British Government itself was prepared 
to go in the sixties when Viceroys like Lord Canning’ and Lord 
Lawrence* and Secretaries of State like Sir Charles Wood* and Sir 
Stafford Northcote® considered that in the best interests of the State 
and of the people it was most desirable to settle the State demand 

1. Rao Bahadur Ganesh Vyankatesh Joshi ( 1831-1911 ) ; sUtistlcian and edu- 
cationist : served as a teacher In the Bombay Education Department ( 1873-1907 ) ; 
used to write in the Times o/ on financial and economic problems over his 
initial] ; president, Bombay Provincial Conference (1908) : member, Bombay Legis- 
lative Council ( 1910-11 ). 

2. see foot-note 2 on p. 18. 3. sec foot-note 3 on p. 18. 

see foot-note 1 on p. 18, ?, see fpot-note on p. 17, 
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penuanently wherever certain conditions were fulfilled. Thus your 
Excellency’s father laid down in a famous despatch that where eighty 
per cent, of the cultivable land was brought under the plough, and 
there was no prospect of canal irrigation increasing the produce by 
more than twenty per cent, the State demand should be fixed in 
perpetuity. Unfortunately these statesmen were succeeded by others 
who came to think that such a permanent settlement of Government 
assessment involved too large a sacrifice of prospective revenue, and 
they, therefore, did not carry out the policy of their predecessors. And, 
finally, in Lord Ripon’s^ time a compromise was arrived at, virtually 
intended to make the settlement dependent upon the course of prices 
taken every thirty years. I am aware that the Bombay Government 
resisted the adoption of the policy thus recommended by the Govern- 
ment of India, and it is an interesting fact that the Qorrespondence on 
the side of the Bombay Government is signed by the Honourable 
Mr. Monteath, who then occupied the much humbler position of 
Under-Secretary to Government. But the closing of the Survey 
Department and the completion of second revision settlements leave 
practically no justification now to the Bombay Government for 
postponing the adoption of that policy. Of course, it is understood 
that, when settlements follow prices, not more than half the increase 
in prices shall be taken by Government as laid down by Sir Bartle 
Frere^ and Colonel Anderson^, as it is only fair that the other half 
should be left to the agriculturist to compensate him for the higher 
cost of production and the higher expense of living. 

Suspensions should be based on Crop Failure, not Individual inquiries . 

My next suggestion on this subject is that, in granting suspensions 
of land revenue, Government should abandon their present policy of 
making individual inquiries, and they should adopt crop-failure as their 
basis for granting the suspensions, as is done in other provinces. The 
evils and hardships which are inseparable from the present policy of 
inquiring into the ability of each individual to pay, and the advantages 
which result from the adoption of the second method, cannot be better 
described tlian in the language of the present Chief Commissioner of 
the Central Provinces, from whose Famine Report for 1899-1900 I ask 
your Excellency’s permission to read a few extracts : 

The two factors which must InflueDoe the principles on which revenue has to 
be suspended in the face of a oalanjity like the present are : drst, that under the 
Tenancy Law of the Frovinoe a suspension or remission of land revenue must 
precede a suspension or remission of rent; and, secondly, that great promptness 
is esaential if the full benefits are to be derived from the suspension, 

1. see foot*-note 1 on p. 32. 2. see foot-note 2 on p. 400. 

3, Col. G. S. A. Anderson, Survey Superintendent, in Ahmednagar (1854) ; Polit 
tical Agent, Kolhapur (1867), 
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Theoretically, no doubt, the proper method of procedure would be to inquire into 
each tenant* 8 oapaofty to pay hia rent with reference both to the actual crops 
reaped and to other independent resources which be might possess, add up for each 
Tillage the total rental realisable and demand the corresponding revenue from the 
landlord. This would be poBsible where a few isolated villages had been ravaged 
by locusts or damaged by bail. But it is practically impossible where the whole 
country side has been stricken by drought. And it becomes doubly impossible 
when the energies of the whole revenue staff are concentrated upon famine relief. 
The time taken in inquiries so minute would be so great that the date for a 
deoision would have passed long before the inquiries were complete. In such 
matters delays must be avoided at all costs. In these oircumstances capacity to 
pay independently of the crop must bo disregarded so far as individuals are 
concerned. ... It is the necessity of the tenants with which we have really to 
deal. Great masses of these have been severely stricken in the present calamity. 
There are some, no doubt, who could pay their rent independently of their crops, 
but ( as has been said above ) to differentiate would necessitate inquiries which it 
is impossible to make. 

Again, 

The standing orders of the administration contained in revenue-book circular, 

1 to 9, dealing with suspensions necessitated by losses caused by hail, locusts, &o., 
and contemplating detailed inquiry, holding by holding, lay down that, if a crop 
amounts to four annas ( thirty by the new notation, ) the full retit may be demand- 
ed. It Was pointed out in famine circular 36 that this rule, though applicable to 
occasional failures in ordinal^ times, was much too strict a rule when the country 
is suffering under a wide*apread calamity. If a few individuals in isolated villages 
are called upon to pay # full rent out of a four anna crop, it is very probable that 
they will dra%r uI)od savings or borrow. They may dispose of surplus cattle or 
pledge ornaments, but the chances are that, until the next harvest comes round, 
they will have added to their liabilities. It is, however, not unreasonable that 
they should be called upon to make such saoridoe. They will obtain fair prices for 
their ornaments or oattle, and reasonable terms if they borrow. But the case is 
different when the whole community is in this plight. It hardly needs demon- 
stration that if the great majority of cultivators have to sell ornaments and cattle 
or borrow money, the blow to the community as well as the individual will be 
infinitely more severe than it was to the individuals in the hypothetical oases 
referred to above. The prices obtainable for surplus property fall, and it is 
disposed of at a ruinous loss ; credit sinks to a low ebh, and those already 
involved are turned into applicants for famine relief. Where the position is still 
worse than this, where the majority have not even reaped a four-anna crop, where 
credit is already low, and bad years have reduced surplus property to a minimum, 
it is quite evident that such a rule of thumb as the one that a four-anna crop 
justifies the levy of a full rent must be abandoned. 

And again, 

Whether the tract be malgujari or ryotwari, the general principle which 
has been followed in these proceedijags, — and Mr. Fraser' would submit 
that it is the best one, is that where losses are isolated and few, it is proper 
to work from detail to aggregate, but where the calamity is wide spread, the only 
possible course is to work from aggregate to detail. 

1. see foot-note 3 on p. 124. 

G,-57 
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It is quite true, my Lord, and we gratefully acknowledge the fact, 
that this year the Bombay Government has not been illiberal in tiie 
grant of suspensions and remissions, as much as fifty-three lakhs of 
rupees being marked for remission and seventy-five lakhs being sus- 
pended. Government has also made tagavi advances to cultivators on 
an unprecedentedly large scale, and we see from the Financial State- 
ment that it is intended to remit a portion of these advances. Unfortu- 
nately, however, the effect of these liberal concessions has been to a 
considerable extent marred by Government insisting on making 
individual inquiries, and by the great delay that has in consequence 
occurred in announcing the relief tojthe agriculturists concerned. Ifear, 
my Lord, that, owing to this delay and owing to the apprehensions 
that have been, on all sides, aroused in consequence of the introduction 
of the Land Revenue Bill, an appreciable number of those on whom 
Government must liave intended to confer the benefit of remission or 
suspension must have made desperate efforts to pay the Grovernment 
demand. 


Assessment should vary with Outturn of Crop 

Closely connected with the necessity of granting suspensions and 
remissions is the question of substituting a scale of fluctuating assess' 
ments, varying automatically with the outturn of crops in place of the 
present policy of rigidly collecting a fixed amount in good and bad 
years alike. It strikes me, my Lord, as somewhat strange that a Gov- 
ernment, which so often complains of the hopeless improvidence of the 
ryot, should at the same time credit him with such habits of provident 
thrift as to expect him to save out of a good year to make up the defi- 
ciency of a bad year. Both the Deccan Riots Commission^ and the 
Relief Act Commission^ have strongly expressed their disapproval of 
the present Bombay system, though the latter body have added, in a 
tone of helplessness, that “ the Bombay Government have already 
decided against any system of fluctuating assessments, andtheOonunis- 
aion have no desire to reopen the controversy.*’ I have heard it stated i 
however, that recent experiences have at last led the Bombay Govern- 
ment to reconsider its position in this respect, and that there is some 
ground for hoping that the excessive rigidity of the present system will 
not long be maintained. 

More Suitable Dates for Collection of State Demand Required 

My last suggestion in this connection is that more suitable dates 
than those which are appointed at present should be fixed for the 


1. see foot-note on p. 416. 


2. see foot-note on p. 438, 
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realization of the State demand. Both the Deccan Riots Commission 
and the Relief Act Commission have strongly recommended such a 
change, and I believe there are many officers of Government who 
admit that the present dales place the agriculturist at a considerable 
disadvantage in the matter of realising a fair price for his crop. It is 
true that if later dates than the present ones are appointed, the 
recovery of Government assessment may be a little more difficult, but 
such difficulty ought to be faced, as the present system causes a 
perfectly needless loss to many honest agriculturists. 

Thus, then, my Lord, if Government will abate the State demand 
where it is excessive and equalled it where it is uneven, make revision 
settlements in future follow automatically the course of prices and 
prices only, abolish individual inquiry and substitute in its place crop- 
failure to regulate suspensions and remissions when droughts occur, 
thus practically introducing fluctuating assessments in place of the 
present rigid collections of a fixed amount alike in good and bad years, 
and fix more suitable dates for the payment of the State demand, the 
public will have no more quarrel with the Land Revenue Admini- 
stration of the Presidency, and Government will have done everything 
reasonable to place it on a satisfactory basis. After all, the success 
of the Land Administration must be judged more by the incentives it 
supplies to agricultural improvement and the prosperity that it brings 
to the ryob than by the amount of revenue which it brings to the 
Exchequer of the State. 

Reduce Irrigation Rates 

Having made these observations on the Land Revenue Admini- 
stration of the Presidency, I wiil now, with your Excellency's permis- 
sion, offer a few remarks on the working of some of the Departn:ients. 
And first 1 will take the Irrigation Department, which is so Intimately 
connected with land. My Lord, it is a matter for great satisfaction that 
Government has been pleased to appoint an officer of the standing of 
Superintending Engineer on special duty for the purpose of examining 
tlie feasibility of several irrigation projects in the Presidency. I 
earnestly trust that his labours will bear good fruit ; but whether he is 
able to suggest projects of some magnitude or not, I hope Government 
will push well-irrigation much more than is being done at present. In 
this connection, I would like to know why there is in this Presidency 
such great disproportion between the total irrigable area and the area 
actually irrigated. From the Irrigation Revenue Report for the year 
1899-1900, 1 find that while the total area irrigable by the major works 
in the Presidency proper is 230,685 acres, the area actually irrigated 
last year was only^ 67,227 acres, or less than 30 per cent. From a 
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Eesolution of the Government of India on the subject of irrigation 
works issued some time ago, 1 find that while the average rate per 
irriagated acre is in the Punjab about Rs 3^ an acre, in the North- 
Western Provinces nearly Bs. 4, in Madras less than Rs. 3, in Bengal 
and Sind less than Rs. 2, in our Presidency proper it is nearly Rs. 9 
per acre. It is true that the crops grown here are shown as more 
valuable ; still there must, I think, be some connection between the 
strikingly high average rate levied here and the comparatively small 
proportion of the total irrigable area which is actually irrigated, If 
this view be correct, would it not, I ask, be a better plan to lower the 
rate so as to lead to increased consumption of water ? For the policy 
of high taxation and restricted consumption, which is considered to 
be specially suited to intoxicants, is certainly not the right policy 
here. Lower rates might temporarily lead to a diminution of revenue 
but in.the end such a policy is bound to-succeed even financially. 

Suggestions Regarding Forest Department 

In regard to the Forest Department I have only one suggestion to 
offer and one inquiry to make. The suggestion is that in view of the 
great depletion of agricultural stock that has taken place as a result 
of successive famines, the specially high fees which are levied for 
grazing from professional graziers should for & time at least be lowered. 
And the inquiry is why, while the extent of forest area in the Central 
and Southern Circles is nearly equal, the number bf prpsacutlons for 
forest offences, as also the number of cases compounded in the Central 
Circle, should be so largely in excess of those in the Southern Circle 
From last year’s Forest Administration Report 1 find that in the year 
1897-98, while the number of prosecutions in the Southern Circle was 
only 485, that in the Central Circle was 1,580, Similarly the oases 
compounded in the former were 660 as against 3,389 in the latter. Also 
the total humber of animals seized in the former was 12,968 as against 
218,300 in the latter. For the year 1898-99 the figures are equally 
disproportionate. We have in that year 311 prosecutions, 1,199 com- 
pounded oases and 14,297 animals seized in the Southern Circle, as 
against 1,046 prosecutions, 3,172 oases compounded, and 145,257 ani- 
mals seized in the Central Circle. Such a striking difference between 
the figures of the two Circles, which have nearly the same forest area, 
calls for an explanation. The Central Circle, unlike the Southern Circle, 
is a source of net loss to the State, and a large portion of it is, I under- 
stand, of very poor value for real forest purposes. It seems to me that 
a considerable area of this Circle might well be disforested, and this 
will ijitot merely reduce the net loss to the State, but it will relieve many 
villagers frmn harassing restrictions ahd the oppression of tbs Shbordi- 
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Abkari Depaiiment musf aim at Reduction of Drunkenness 


Ab regards the Abkari Department I think It is d^lorable that its 
operations should aim so much at safeguarding the interests of Govern- 
ment revenue and so little at reducing drunkenness. Take, for instance, 
the cases of the Thana and Surat Districts. What has, I ask, the 
department done in all these years to reduce the excessive consumption 
of drink in these districts ? The Abkari revenue has no doubt steadily 
risen, till in 1898 the taxation per head in these districts came to one 
rupee and twelve annas in Surat and one rupee and five annas in 
Thana, as against about four ann^ for the rest of the Presidency out- 
side the Presidency town. When we remember that a large proportion 
of the population of these two districts must consist of total abstainers, 
we can easily understand how heavy a burden drink imposes on those 
classes in these districts that indulge in it. Government seems to ima- 
gine that its duty in this matter is done by simply making liquor as 
costly as it can be made by the imposition of a high duty, ignoring the 
obvious fact that, unless facilities for obtaining drink are reduced, a 
high price in the case of such an article as liquor merely means so 
much more taken out of the pockets of the poor consumer. Last year’s 
Abkari Administration Beport says that in the case of Thana and 
Surat, drink “ may be regarded as almost a necessity.” If Government 
is really oHhis opinion, there is no justification for its taxing liquor so 
highly in thes*e two districts. Meanwhile, a gradual reduction in the 
number of liquor shops ought to be tried with a view to testing if it ia 
really impossible to wean the people from drink, and I, for one, am 
hopeful that such a policy will be attended with beneficent results. 

Income-Tax Assessments Arbitrary and Capricious 

I now come to the question of income-tax collections, ^nd here I 
deem it my duty to bring to your Excellency’s notice the great dissatis- 
faction which prevails throughout the Presidency as regards the 
manner in which the assessments to this tax are fixed and the sudden 
enhancements which are from time to time made in these amounts, not 
only without adequate grounds, birt in some instances without the least 
justification whatever. The following extract from the Government 
Kesolution on the income-tax operations of last year shows clearly the 
purely speculative and, therefore, highly unjust and oppressive character 
of some of these operations. Speaking about the working of the income- 
tax in the city of Bombay, the Government Resolution says : 

In the year under report the original demand was raised from Bs. S0,5S,9S6 
to Rs. 30,88,439 with the object of throwing on many assessees the responsibilities 
of furnishing evidence of tbeir ineome. No less than 40*71 per cent, of this 
^emspdi jiowpvfr, was r^4*>9*4 on inquiry, and the final demand was B|. 18,U,308 
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against Bs. 17,88,980, or Bs, 48^000 in rxress of the prerious yaam. But ths net 
gain in actual colleotions was only Bs. 12,080. The result of the measure does 
not at £rst sight appear rery sallsfaotory, but it is probable that without it there 
would hare been a oonsiderable deorease attributed to the effeots of plague, 
famine, and the depression of the mill industry. 

Now, my Lord, it is monstrous— it is a strong term to use, but, I 
lliink, it is deserved— that in a year of general depression and widespread 
Buffering, the original demand under the income-tax should thus be 
suddenly raised from 2,000,000 to 3,000,000 with no other object than 
that of preventing a fall in the revenue. What of the worry and 
anxiety and loss of time caused to the assessees by this speculative 
and wholly unjustified increase in the Government demand ? It 
appears that the Bombay assessees were rather fortunate in the 
revision proceedings, but in the mofussil, while the assessees are 
subjected to equally arbitrary and unaccountable enhancements of the 
assessment, they are not so fortunate in their attempts to get the demand 
revised. In cities like Poona, Ahmedabad and Surat, the powers of 
revision are exercised by the assessing officers themselves, and even 
where they are exorcised by other officers the proceedings generally 
are of a most unsatisfactory character. It is, I think, a significant fact 
that while the Presidency has, during the last five years, suffered 
grievously from plague and famine and a dapfession of the mill industry 
due among other things to the currency legislation of Government, the 
Provincial share of the income-tax which is half of' the ^wljole should 
still stand for the year 1899-1900 at Rs. 19,90,000 as against 
Rs. 19,97,000* for the year 1894-95. The evil about capricious and 
highhanded assessments and the virtual impossibility of getting redress 
is now so widespread and has become so intolerable that it is, I respect- 
fully submit, the duty of Government not to allow this state of things to 
continue longer. If Government will be pleased to appoint a special 
officer to Inquire into the grievances of the people in this matter, and 
if a native colleague speaking Marathi in the Deccan, Kanarese in the 
Carnatic, Gujarati in Gujarat, and Sindhi in Sindh, be associated with 
him, a six months’ inquiry in a few selected places in each division 
will bring to light so many cases of hardship and injustice that Gov- 
ernment itself will be surprised that such a state of things has prevailed 
so long. 

Wide Diffusion of Primary Education “ A Pressing Need " 

The last department on which I desire to offer a few remarks is 
the Education Department, and here I would specially draw your 
Excellency’s attention to the utterly inelastic, and, therefore, highly 
unsatisfactory provision which is under the present system made for 

}. Id the ofiBcUl text the figure is Be. 1, 99,700, OQQ which ie pt>vioneij' a nsietske. 
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primary educaticm. Outside the municipal towns the cost of this edu- 
cation is borne by Local Boards, which are required to spend on it one- 
third of the proceeds of the one-anna cess, Qoveriunent ordinarily cou* 
tributing a proportionate grant-in-aid, Now our asaessments are fixed 
for thirty years, and therefore the proceeds of the one-anna cess must 
also remain fixed for that period. It is true that taking one district with 
another, the Land Revenue is always showing some increase in conse- 
quence of Revision operations going on somewhere or other. But if 
we take each district separately, it will be seen that the provision which 
it can make for primary education out of its one-anna cess is absolutely 
fixed for a period of thirty years, apd as the Government contribution 
ordinarily depends Upon the amounts spent by the boards, the utterly 
inelastic character of the provision for primary education will be at 
once obvious. In fact under this system no expansion can take place 
even to correspond to the normal growth of population. Now, my Lord* 
however adequate this provision might have been when public education 
in the Presidency was placed on its present basis, it must be admitted 
that we have now out-grown this system. In the leading countries of 
the West, the State has now definitely accepted the responsibility of 
supplying free primary education to all its subjects, and the United 
Kingdom spent last year more tlian thirteen million sterling from the 
Treasury, that is, more than 10 per cent of its total revenues on the 
primary education ef the people. By the side of such expenditure, how 
painfully palti^ is the contribution of Government to the cost of pri- 
mary education in this country I 1 think the time has come when the 
Government expenditure on primary education, instead of being a cer- 
tain proportion of the amounts spent by the boards, should be a certain 
proportion of the total Provincial revenues. There are those who ask 
what good this kind of education can do to the mass of people in this 
country. 1 think that it is a very narrow view to take of the matter. 
In individual instances primary education may not show very decided 
results, but taken in the mass it means for the bulk of the community 
a higher level of intelligence, a greater aptitude for skilled labour and 
a higher capacity for discriminating between right and wrong. It 
raises, in fact, the whole tone of the life of large numbers, and I strong- 
ly feel that its wide diffusion is even more urgently needed in this 
country than elsewhere. My Lord, I do not wish to detain the Council 
longer. I sincerely join in the hope which the honourable member has 
expressed in the concluding paragraph of the Financial Statement that 
the Presidency has perhaps seen the end of its financial difficulties, 
and that it may now enter on a period of renewed prosperity and 
progress. 
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I am the Honorary Secretary of the Deccan Sabha, an Asso- 
ciation established in Poona for promoting under British rule the 
political interests of the Indian people. For seven years 1 wew the 
Honorary Secretary of the Poona Sarvajanik Sabha — another political 
Association in Poona of a similar character — and Honorary Editor 
of its Quarterly Journal, a magazine dealing principally with questions 
of Indian Finance and Indian administration. 1 am, besides, a 
member of the Council of the Bombay Presidency Association* on 
whose behalf my frleiid, Mr. Wacha*, has given evidence before this 
Commission. For four years I was one of the Secretaries of the 
Bombay Provincial Conference. 1 was also a Secretary of the Eleventh 
Indian National Congress that met in Poona in 1895. 1 was for four 
years one of the Editors of the Sudliarak, or “ Reformer, ” an 
Anglo-Marathi weekly of Poona. Lastly, 1 belong to a body of men 
in Poona who have pledged twenty years of their life to the work of 
education, and am Professor of History and Political Economy in the 
Fergusson College. 

In accordance with the plan adopted by the Commission, I will 
divide my evidence into three portions — the Machinery of Control, the 
Progress jrf Expenditure, and the Apportionment of Charges between 
England and India. 

Importance of the Question of Machinery : General Remarks 

The question of the machinery of Constitutional Control is, in ray 
opinion, a question of the highest importance. I may state, at the 
outset, that the position of India, so far as the administration and 


1, see {oot>aote on p 305. 2. see foot-note on p. 150. 

3. Dinshaw Edulji Wacha, ( 1844-1936 ) ; member, Bombay Munteipal 
Corporation for thirty years and its President in 1901 ; member, Bombay Legidative 
Council, Indian I-egislative Assembly and Council of State ; President, Indian 
National Congress, ( 1901 ) , and its General Secretary ( 1896-1913 ) ; author of 
‘ Life of J. N. Tata ' , * Life of Premchand Roychand ’ , 'the Rise and Growth of 
the Bombay Municipal Corporation ' . 
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management of her expenditure is concerned, is somewhat exceptionaL 
In the United Kingdom and the Colonies, public expenditure is 
administered under the control of the tax-payers, and, therefore, 
presumably solely in the interests of the taxpayers. In India, however, 
other interests are often deemed to be quite of equal importance, 
and sometimes, indeed, they are allowed to take precedence of the 
interests of the Indian people. Thus we have, first of all, the standing 
claims of the interests of British supremacy, entailing a vast amount 
of expenditure, the benefit of which goes to others than the tax-payers 
of the country. The large European Army maintained on a war foot- 
ing in time of peace, the practical monopoly of nearly all the higher 
offices in the Civil Services by Europeans, and the entire monopoly of 
such offices in the Native Army, illustrate what I mean. I do not 
deny that this supremacy in itself has been a great advantage to India, 
but what I mean is that the price exacted for this advantage is beyond 
all proportion too high. We next have the interests of the extension 
of Britisli dominion in the East. Large sums have been from time to 
time spent in the past for this purpose out of the Indian Exchequer — in 
many instances in spite of the protests of the Indian Government— and 
if things continue as at present, this misapplication of India's money is 
not likely to stop. All expenditure incurred in connection with the 
Afghan and Burmese v;ars, the extension 6f the Northern and North- 
Western Frontiers and the utilisation of Indian troops for Imperial 
purposes, |s expenditure of this description. Then there are the 
interests of the European Civil and Military Services in India. The 
extravagant privileges conceded to Staff Corps Officers in 1866 have, 
it is now admitted on all hands, imposed, and improperly imposed, a 
heavy charge on the Indian revenues. The re-organisation of the 
Public Works Department in 1885 may be cited as another illustration. 
The Finance Committee^ of 1886, appointed by Lord Dufferin’s^ 
Government, consisting of men like Sir Charles Elliott^, late Lieutenant- 
Governor of Bengal, Mr. Justice Cunningham*, Sir W. W, 


1. see foot-note 2 on p. 18S. 2. see foot-note 3 on p. 14. 

3. Charles Alfred Elliott ( 1835-1911 ) ; i.c.s,, secretary, North-West Provinces 
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( 1880); Chief Commissioner, Assam ( 1881 ) ; president, committee for retrenchment 
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4. Henry Stewart Cunnin^ham^ Advocate-General, Madras, (1872); judge, 
Calcutta High Court, ( 1877-87 ) ; member, Indian Famine Commission, ( 1878-79 ) ; 
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Hunter*, Mr. ( now Sir James ) Westland,* Mr. Justice Ranade, and 
others, thus expressed themselves on this subject : 

The re-organisation of the ( Public Works) Department was undertaken in 
ooDseqaenoe of an agitation on the part of European Civil Engineers employed 
in it, which was conducted in a manner likely, in our opinion, to have a bad effect 
on discipline, and. therefore, deserving of the disapproval of Government. It 
seems to us to have violated the orders of Government on the subject of oombi- 
uations by its servants. Such an agitation would not have been permitted in any 
other Department, and should not again be allowed The obj ct of the re-organi« 
sation was to improve the position of the officers of the Department generally, and 
in particular to remove the block of promotion, which had arisen from the excessive 
number of recruits obtained from Cooper's Hill College iu the earlier years of that 
institution. During the continuance of the discu«(8ion, which we have summarised, 
great attention was given to the grievances of the officers of the Department, but 
a careful consideration of the whole subject loads us to doubt whether the measures 
sanctioned wore altogether suitable either in kind or in respect of the classes to 
which they were applied. They mostly consisted of increments of pay to the 
Executives of the third and fourth grades, and to the Assistant Engineers of the 
first and second grades— none of which classes of officers were at the time, so far 
as we understand the case, in particular need of special assistance, and of the 
grant of greatly improved pensions to all officers of both classes; and they were 
made perpetual in their application. 

The concession made in 1890 to uncovonanted Civil Servants, 
whose pensions were fixed in rupees, that tnese pensions should be 
converted into sterling at the rate of Is. 9d. to the nipee, and the grant 
of Exchange Compensation Allowance to all non-doiniciled European 
and Eurasian Employees of Government indiscriminately, are more 
recent instances. 1 will return to all these cases later on. Lastly, the 
interests of British commerce and of British commercial and moneyed 
classes often prevail over the interests of the Indian tax-payers. I 
might have mentioned the abolition of Import Duties during the 
administration of Lord Lytton^ and Lord Ripon,* as also the Tariff 
Legislation of last year, as instances. But they do not come under 
expenditure, and may, therefore, possibly be regarded as irrelevant. 
But the wasteful nature of many Railway contracts; the extraordinary 
help given to the Orissa Company, the Madras Irrigation company, 
and such other bodies of English investors ; the vigour with which the 


1. William Wilson Hunter, i.e.s. ( 1840-1900); historian and publicist; 
organiser, statistical survey of India ( 1869-81 ), the compilation reaching 128 volumes 
condensed into the Imperial Gazetteer of India, 9 volumes ; additional member, 
Viceroy's Legislative Council (1881-87); member, Indian Finance Commission 
( 1886), author of ‘ a History of India ' 

2. see foot-note 1 on p. 56. 

4, see foot-note 1 on p. 32 
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oonstmotion of railways is being pushed on, programme following 
programme almost in breathless succession, in spite of the protest of 
the Finance Minister that the finances of the country now needed A 
respite in that direction ; the conquest and annexation of Burme^, 
practically at the bidding of a powerful English Trading Oontpany-^ 
these are instances which are not open to the same objectloa The 
frequent subordination of the interests of the Indian tax-payers to these 
other interests makes it all the more imperative that the machinery of 
constitutional control should provide adequate safeguards for a just and 
economical administration of the Indian expenditure, and yet, I fear, no* 
where are the safeguards more illiuory than in our case. 

The Machinery as If exists at present 

The spending authorities in the matter of Indian expenditure are : 
The Local Governments, the Government of India and the Secretary of 
State in Council ( to which we must also add the Secretary of State in 
the Secret Department ). The controlling authorities at present are : 
The Government of India controlling the Provincial Governments, the 
Secretary of State in Council controlling the Government of India (the 
Council sometimes tries to control the Secretary of State, but it is now 
much more dependent o^ him than it was once ), and Parliament in 
theory controlling all. Now in the first place, all this is purely official 
control, unless, indeed, by a stretch of words, we regard the theoretical 
control of 'Parliament as to some extent popular. Beal popular 
control, in the sense of control by tax-payors, is, practically speaking, 
entirely absent from the whole system. There are no doubt the Local 
and Supreme Legislative Councils in India. But so long as the 
Budgets are offered for criticism only and have not got to be passed, 
and so long as the members are not allowed to move any resolutions in 
connection with them, they cannot be called controlling bodies in any 
proper sense of the expression. Secondly, I venture to think that even 
this official control, such as we have it, is, except in the case of Provin- 
cial Governments, of very little value from the tax*payer’s point of 
view. The Local Governments are, indeed, controlled and more than 
controlled officially, are, in fact, crippled. But as regards the Government 
of India and the Secretary of State in Council, where they are in 
agreement, their powers of incurring increased expenditure are almost 
unlimited, and, unfortunately they are generally found to be in 
accord in matters in which the Indian tax-payer feels a direct interest, 
their differences being usually about matters for which he cares little 
or nothing. Lastly, Section 55 of the Government of India Act of 1858 
is supposed to give protection to Indian revenues against their applica- 
tion to extra-Indian purposes. But it is now well-known how that 
Section has failed to attain its object in practice. 
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Ifs Real Naiure and Result 

The results of this state of things have been very unfortnnatd. 
Under the East India Company, our revenues were certainly much 
better protected. The Company’s Government was, so to speak, a 
strong buiter between Indian interests and Imperial interests and as Sir 
Charles Trevelyan' has observed, it was often able to offer successful 
resistance to the demands of the Queen's Government, The inquiry 
which Parliament used to make into Indian affairs every twenty years 
in those days, and the spirit of jealous wakefulness which it used to 
manifest on those and other occ£«ions, were a further protection to 
Indian interests. With the establishment of the direct administration 
of the Crown, all this is gone, and the administration of the Indian 
Revenues is now practically entrusted to a Cabinet Minister, assisted by 
a Council of his own nomination — a Minister who brings no special 
knowledge or experience of Indian affairs to the discharge of his duties, 
who, as a member of the Imperial Executive, naturally has an eye to 
Imperial politics rather than to Indian interests, and who is peculiarly 
liable to be swayed by the varying currents of English public opinion 
and other English influences. All hnancial power in regard to 
expenditure — executive, directive, and controlling — is centred in his 
hands, and with all this vast concentrated power he has really no 
responsibility, except to the Cabinet of which he is a member, and of 
whose support he is always assured, and to Parliament, 'where he has a 
safe majority behind him in virtue of his position as a Cabinet 
Minister. The position virtually amounts to this, that it is the 
administration of the finances, of one country by the Executive Gov- 
ernment of another, under no sense of responsibility to those whose 
finances eire'so administered. And for years past we have been treated 
as a vassal dependency, bound to render services to the suzerain power 
and to place our resources, whenever required, at its disposal As a 
result millions upon millions have been spent on objects which have 
not advanced the welfare of the Indian people so much as by an inch ; 
even the empty sense of glory which is a kind of barren compensation 
to self-governing nations for such large expenditure of money is not 
available to us as a consolation. And not only have these vast sums 
been tlirown away in the » past— thrown away, of course, from the 
Indian tax-payer’s point of view— but as a direct result of that expen- 
diture the country is now pledged to indefinite and possibly vaster 

1. Charles Edward Trevelyan, (1807-1886); i.c.s, secretary, Board of 
Revenue ( 1836-38 ) ; Governor, Madras ( 1859-60 ) ; Financial Member, Viceroy's 
executive council ( 1863-65 ) ; author of * The Application of the Roman /ylphabet 
to ali the Oriental Languages, ’ 
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liabilities in the future. And all this has gone on while the expenditure 
on objects which alone can secure the true welfare and prosperity of 
the people has been woefully neglected. The principal defects in the 
existing arrangements to which, in my humble opinion, these deplora- 
ble results are to be traced are two : ( 1 ) Autocratic bnancial power 
practically concentrated in the hands of a member of the Imperial 
executive without adequate securities for its due exorcise ; and (Z) the 
absence of effective protection to India against financial injustice at the 
hands of the Imperial Government, there being no impartial tribunal 
left to appeal to for redress of such wrong, and no constitutional power 
to resist unjust demands. 

The Council of the Secretary of State 

When the Government of India was transferred from the Company 
to the Crown, the Secretary of State’s Council was intended to be a check 
on him ; and guarantees were provided for securing the independence 
of members. But these guarantees have, nearly all of them, been swept 
away by the Amending Acts of 1868 and 1876. Under the arrange- 
ments of 1858, the members of the Council were to hold their office 
during good behaviour, and were not removable except on an address 
of both Houses of Parliamqpt. They were thus placed in a position of 
dignified independence to exercise the important powers of control 
entrusted to them un^r the Act. The Act of 1869, however, profoundly 
modified this'position of the Council, It provided that all appoint- 
ments to the Council were thereafter to be made by the Secretary of 
State. The members were to hold office for ten years only, and for special 
reasons to be communicated by the Secretary of State to Parliament 
they might be re-appointed. Those modifications at once lowered the 
position of the members, destroyed the independence of the Council, 
and virtually left tire Secretary of State supreme in the direptlon of 
affairs. The Council was in fact reduced to the status of a subordinate 
Consultative Board, to be composed of the nominees of the Secretary 
of State — stripped of its original dignity and independence, and left 
unfitted for the proper discharge of its high constitutional functions. 
The Act of 1876 empowered the Secretary of State to appoint three 
of the members for life, thus throwing additional power into his 
bands. Moreover, the machinery of the Secret Department enables 
the Secretary of State to order a course of action which may practi- 
cally render large expenditme inevitable, without the knowledge of his 
Council, 

The Government of India and the Finance Minister 

Subject to the control of the Secretary of State, which often is 
only nnpiinal , the Government of India can administer the Indian 
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revenues practically as they please. The testimony of Sir A. Colvin* 
and Sir D. Barbour* on this point is of great importance. Sir A. 
Colvin was careful to point out that the present weakness of the 
Finance Minister’s position dates virtually from 1885, That being so, 
it is evident that the dissent of Lord Cromer* as also of Lords North- 
brook* and Ripon,s from their view, is beside the point. It is true 
that Lord Lansdowne* and Lord Roberts* do not endorse the view of 
the two Finance Ministers. But this was only to be expected, seeing 
that they themselves are the party against whom the complaint was 
directed. When Sir A, Colvin and Sir D. Barbour say that with the 
Viceroy on his side, the Finance Minister is as strong as he ought to 
be, and when they complain of the weakness of his position during 
their time, the only inference to be drawn from that is that the Vice- 
roys under whom they served — viz., Lords Duiferin and Lansdowne — 
were not of an economical turn of mind, and of course we cannot 
expect Lord Lansdowne to concur in that view. 

Summing up 

The whole position may thus be summed up : 

1. The buffer of the Company’s* Government, which fairly 
protected Indian interests, is gone, and there is no effectual substitute. 

2. We have no effective constitutional 'safeguards against the 
misapplication of our revenues for extra-Indian requirements. 

3. The control vested in the Council of the Secretary of State 
under the statute of 1858 is rendered almost nugatory by the alteration 
of its status under recent Amending Acts. 

4. The control of Parliament, as against the Secretary of State, 
has bocome entirely nominal, owing to the latter being a member of 
the Imperial Executive, with a standing majority behind him. The 
old periodical inquiry by Parliament and its jealous watchfulness are 
gone. In fact we have at present all the disadvantages of Parlia- 
mentary government without its advantages. In the case of all 
Departments except the Indian, ox-Ministera think it their duty, 
and also feel it to be their interest, to exercise the closest watch on the 
proceedings of their successors with a view to passing the most adverse 
criticism that may be possible. In regard to India alone, ex- 
Ministers vie with, and sometimes even go beyond, their successors in 

1, see foot-note 1 on p. 56. 
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extolling all that exists and all that is done. The ^responsible Opposition 
in this country thus abdicates its functions in the case of India only. 

5. The Government of India, as at present constituted, cannot be 
much interested in economy. Almost all internal administration 
having been made over to Local Governments under the Decentraliz- 
ation Scheme, questions of foreign policy, large public works, and 
military questions absorb almost the whole attention of the Govern- 
ment of India. Further, the Finance Minister excepted, every other 
member of Council, including, since 1885, the Viceroy, has a direct 
interest in the increase of expenditure. 

6. Neither in England nor in India is there the salutary check 
of public opinion on the financial ^administration. Parliament is 
ill-informed and even indifferent. And the Supreme and Local Legisla- 
tive Councils are simply powerless to control expenditure, since the 
Budgets have not to be passed, and no resolutions in reference to them 
can bo moved. 

REMEDIES 

1st— Voting the Budget in the Supreme Legislative Council, 
Official majority being retained 

Coming to the question of remedies, I think it is, in the first place, 
absolutely necessary that the Indian Budget should be passed, item by 
item, in the Viceregal Legislative Council. Government may retain 
their standing majority as at present, and that means an absolute 
guarantee thaL np adVbrse vote will be carried against them. We 
have no wish to see the Government of India defeated on any point in 
the Supreme Legislative Council but the moral effect of recording, 
and, so to say, focussing by means of divisions, non-official disapproval 
of certain items of expenditure will, I expect, be very great. It must 
be remembered that while large questions of policy can be discussed and 
settled with advantage only in this country, the details of the Indian 
expenditure can be criticised effectively and with the necessary 
amount of knowledge only in India. 1 would also provide that when 
a certain proportion of the non-official members of the Supreme 
Legislative Council — say, more than half — are of opinion that the 
voting of a particular sum by the Council is prejudicial to Indian 
interests, they may, if they please, draw up a statement of their case 
and submit it through the Government of India to a Committee of 
Control, which, I venture to suggest, should be created in this country, 

2nd — Creation of a Commiffee of Control. Non-official 

Members of Viceroy’s Council may appeal to this body 

The creation of such a Committee of Control is a matter of the 
most vital importance. A Standing Committee of the House of 
Commons has been suggested, and would, I think, do very well Or 
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the Judicial Committee of the Privy Council might be entrusted with 
the work. Or even the Arbitration Committee, which now seems 
likely to be created, might do for this purpose, and the duty of report- 
ing to Parliament from time to time on matters of Indian Finance may 
be assigned to it. But whatever the form, the Committee should have 
absolutely no powers of initiating expenditure ; else, like the old so- 
called Board of Control, it will do more harm than good. The 
Committee should take cognizance of all appeals addressed to it by 
the non-official members of the Viceroy’s Counoii, and may also call 
for papers of its own accord, and exercise general control over the 
administration of Indian expenditure. The proceedings should l)e 
reported to Parliament from tjinie to time. If some such body were 
called into existence, the more fact that non-official members will be 
in a position to appeal to it, thereby putting the Government of India 
and the Secretary of State on their defence, will Irnve a tremendous 
moral effect, which will make for economy and sound hnanoe in a 
very striking manner. There is nothing in this which will in any way 
affect the directive and executive powers of the Secretary of State or 
the Government of India. The plan provides only for a reasonable 
amount of control, and will enable the representatives of Indian tax- 
payers, who have no powers of controlling expenditure, to make a 
complaint in a rG.sponsible and con-stitutio^ial manner. 

3rd— Amendment of Section 55 of th^ Act of 1858 

I *' 

Further I would suggest that Section 55 of the Government of 
India Act of 1 858 be amended. This Section, as it stands at present, 
enacts that “ except for preventing or repelling actual invasion of 
Her Majesty’s Indian possessions, or under other sudden and urgent 
necessity, the revenues of India shall not, without the consent of both 
Houses of Parliament, be applicable to defray the expenses of any 
military operation carried on beyond the external frontiers of such 
possessions by Her Majesty’s forces charged upon such revenues.” Now 
this only safeguards the controlling powers of Parliament, and does 
not provide, as is commonly believed, against the diversion of our 
monies from their legitimate use, the only thing secured being that 
the sanction of Parliament shall be obtained for such diversion — a 
sanction that can be obtained without any difficulty. Now this is not 
sufficient and has been of little use in practice, and I would press for 
an express and absolute statutory provision, giving us a complete 
guarantee against the misappropriation of our revenues for purposes 
unconnected with our interests. 1, therefore, beg to suggest that 
Section 55 of the Government of India Act of 1858 be so amended as to 
provide that, except in case of actual or threatened invasion, the 
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Tevenues of India shall not be used for military operations beyond the 
. natural frontiers of India ( these frontiers being once for all defined ), 
unless, at any rate, a part of such expenditure is put on the English 
estimates. 

4ih— Legisiaiive Councils of Madr£is, Bombay, Bengal, N. W. Provinces, 
Punjab & Burmah to return One Member each to 
Imperial Parliament 

Further, I would urge that the elected members of the Legislative 
Councils of Madras, Bombay, Bengal, N. W. Provinces, and now 
Punjab and Burmah, be invested with the power of returning to the 
Imperial Parliament one member for each Province. Six men in a 
House of 670 would introduce no disturbing factor, while the House 
will bo in the position to ascertain Indian public opinion on the 
various questions coming up before it in a constitutional manner. 
I may mention that the small French and Portuguese settlements in 
India already enjoy a similar privilege. Here, again, I rely more upon 
the moral effect of the course proposed than upon any actual results 
likely to be directly achieved. 

5ih— Special knowledge of Finance fo be a necessary 
qualification of the Viceroy 

The last suggestion that I have to make on this subject is that 
as far as possible Indian Viceroys should be selected from among 
men who h^ve earned a distinct position for themselves for their 
grasp of intricate problems of finance. Among the First Ministers of 
England no greater names can be mentioned than those of Walpole, 
Pitt, Peel, Disraeli, and Gladstone. And all these men were great 
Finance Ministers. I know men in the very front rank of English 
politics do not care to go to India, but all the same, if men noted for 
their knowledge of Finance, like Mr. Goschen,^ for instance, were 
induced to accept the Vioeroyalty of India, the arrangement would 
produce decidedly beneficial results. It would be a great advantage 
to all if the Viceroy, instead of being his own Minister for Foreign 
Affairs, were to be bis own Finance Minister. At any rate, his 
immediate connection with the Foreign Department should cease, the 
Department being placed like other Departments in charge of a 
separate member of the Executive Council. 

Provincial Finance 

I now ccsne to the very interesting and important subject of 
Provincial Finance. While gratefully acknowledging that the 
Decentralisation policy has done a great deal of good, even as far as it 
has gone, I think the time has come when an important further step 

1* see foot-note 2 on p. 375. 
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ought to be ttiken. It is now fifteen years since this policy was carried 
to the point at which it now stands by the Government of Lc»'d Bipon . 
The fact that nearly the whole internal administration of the country 
is in the hands of the Provincial Governments explains why the people 
of India are so anxious to see the position of Provincial Governments in 
the matter of Finance strengthened much more than what it is at present. 
The expenditure administered by the Provincial Governments is princi* 
pally devoted to objects which are intimately connected with the well- 
being of the people; and the larger, therefore, this expenditure, the better 
for them. The chief effects of the existing arrangements are the following : 

1. The “ so-called Provincial Contracts ” — to use Sir James 
Westland’s expression— are really only one-sided arrangements practi- 
cally forced on the weak Provincial Governments by the Government 
of India, which is all-powerful in the matter. The contracting parties 
not being on a footing of equality, the Government of India virtually 
gives the Provincial Governments such terms as secure the maximum 
advantage to itself, and the power which it possesses of disturbing the 
contracts even during the period of their currency leaves the Provincial 
Governments in a state of helplessness and insecurity, and all this is 
very prejudicial to the interests of the internal administration of the 
country. A reference to the tables givep on pages 47 and 48 of 
Appendix, Section I, of the Evidence recorded by this Commission will 
at once show how at each successive revision the Government of India, 

C 

while keeping to itself all the growth of revenue which had accrued to 
it as its share of the normal expansion, has in addition resumed a large 
portion of the share of growth that had accrued to the Provincial 
^vernments, compelling them thereby to cut down their expenditure in 
the first year or two of each new contract. Thus, taking Bombay as an 
illustration, we find that in 1886-87, the last year of the contract of 1882, 
its expenditure was Rx.3, 998,912. This expenditure had, however, to be 
reduced to Rx. 3,814,500 in 1887-88, the first year of the next contract, 
and it was not till 1891-92 that the level of 1886-87 was again reached, 
when at the next revision, it was again put back. The same was the 
case with almost every other Province. How sore is the feeling of Pro- 
vincial Governments on this subject may best be seen from the following 
remarks which the Lieutenant-Governor of Bengal thought it his duty 
to mafc'a in the matter in the Supreme Legislative Council last year : 

I must say I deprecate the way in which these quinquennial revisions have 
too frequently been oarried out. The Provinoial sheep is summarily thrown on its 
back, olose-olipped and shorn of its wool, and turned out to shiver till its fleeos 
grows again. The normal history of a Provinoial Contract is this— two years of 
screwing and saving and postponement of works, two years of resumed energy on 
a normal scale, and one year of dissipation of balances in the fear that if not 
spent they will be annexed by the Supreme Ooverhmont, direotly vt indirectly, at 
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the time of rrrieion. Now all tMs is wrong, not to say, dem'ralislog. I say the 
Supreme Gtovemment ought not to shear too closely each quienquennium. It ie as 
mueh interested in the continuity of work as the Local Governments, and ought to 
e ndeavour to secure this and avoid eitreme bouleverecments of the Provincial 
finances • • • It would be an immense gain to Local AdministratioDs if the Govern^ 
ment of India could see its way to renewing the contracts with as little change 
as practicable on each occasion. It is only in this way that the element of fiscal 
certainty, which was put forward in 1870 as one of the main objects of decentra* 
lization, can be secured. Hitherto we have bad but little of certainty, 

A similar protest was made last year by the Lieutenant-Governor of 
the N.-W. Provinces from his place in the Legislative Council of that 
Province, and this year the Government of Madras has addressed a 
very strong remonstrance against the surrender of an additional 24 
lakhs of rupees a year demanded by the Supreme Government. 

2. There is no fixed or intelligible principle on which these 
contracts are based—no uniformity in their plan, no equality in the 
burdens which they impose on the different Provinces. The share of 
Imperial expenditure which the different Provinces have to bear is 
not determined by any tests of population or revenue. A calculation 
made by Sir James Westland, and printed on page 400 of the second 
volume of the Finance Committee’s Report, gives the following results : 


The proportions or percentages of revenue surrendered by each 
Province to the Supreme Government are as follows : 



Per cent 

Indiaq Districts ( General ) 

26 

Central Provinces 

56 

Burma 

58 

Assam 

51 

Bengal 

68 

N.-W. Provinces 

76 

Punjab 

45 

Madras 

52 . 

Bombay 

46 

The contribution of each Province per 100 of the population is as 

follows : 

Rupees contributed 

Province. 

per 100 of population. 


Rs. 

Central Provinces 

71 

Burmah 

312 

Assam 

97 

Bengal 

107 

N.-WProvinces 

177, 

Punjab 

82 

Madras 

... ... 123 

Bombay 

155 
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These figures are sufficient to show the totally arbitrary character 
of the present contracts. The fact Is that these Inequalities are a 
legacy of the pre-decentralization period, when the expenditure of the 
different Provinces was determined— -as men like Sir Charles Trevelyan, 
Sir John Strachey', General Chesney^, and others have put it— not by 
the resources or requirements of those Provinces, but by the attention 
that their Governments succeeded in securing from the Central Gov- 
ernment, ue, by the clamour that they made. And when the first step 
was taken in 1870 in the matter of decentralization, the level of ex- 
penditure that had been reached in the different Provinces was taken 
as the basis on which the contracts were made, and the inequali- 
ties that then existed were, so to sa^, stereotyped. I think it is high 
time that an effort was made gradually to rectify these inequalities. 

3. The third defect of the existing scheme is that, while it operates 
as a check on the growth of Provincial expenditure, it imposes no 
similar restraint upon the spending propensities of the Government of 
India. 

The only way by which these defects could be remedied was clearly 
pointed out by four members of Lord Dufferin’s Finance Committee. 
They were : the President, Sir Charles Elliott, late Lieutenant-Governor 
of Bengal, Sir William Hunter, Mr. Justice Cunningham, and Mr. 
Justice Ranade. In a note which they submitted to the Government 
of India on the subject, they made the following* four , proposals, and 
urged that their adoption would be attended by very beneficial results : 

( 1 } That there be no divided Departments, but that those 
Departments of receipts and expenditure which are now wholly, or 
almost wholly, Imperial, or which it may be found convenient to 
make Imperial, should be set on one side for Imperial purposes, and 
that the receipts and expenditure of the Provincialized Departments 
should l>e entirely Provincial. 

( 2 ) That whatever the sum be by which the Imperial expenditure 
exceeds the income from those sources of revenue which are not 
Provincialized, that sum should be declared the first cliarge on the 
Provincial Revenues, 

( 3 ) That the Provincial Surplus which arises from the excess of 
receipts over expenditure should be the fund from which, in the first 
place, all Imperial necessities should be met before any increase can 
take place in Provincial Expenditure. 

( 4 ) And that as regards the future growth of revenue it should, 
as far as possible, be divided equally between Provincial and Imperial, 




1. see foot-note on p. 169. 


2. see foot-note X on p. 6. 
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Subject to the condition that if the Imperial exigencies ever required a 
larger share, the Imperial share should be increased. 

Taking the accounts of 1884-85, Sir Charles Elliott and the other 
members thus illustrated the working of their scheme. They proposed 
that Opium, Salt, Customs, Tributes, PostOffice, Telegraph, Mint, 
Interest on Debt, Superannuation Receipts and Charges, the East 
Indian, Eastern Bengal, Guaranteed and Southern Mahratta Railways, 
Military Works, Army, Exchange and Home Charges should be 
wholly Imperial, and that the Government of India should also bear 
the charges and receive the revenue of the Imperial Districts, i.e., the 
parts of India which are not included in the Provinces. On the other 
hand, they proposed that Land Revenue, Stamps, Excise, Assessed 
Taxes, Forests, Registration, and the Civil Departments should be 
wholly Provincial, such heads as Stationery, Printing, Miscellaneous, 
and Railways, Canals, and other Public Works, as were already 
Provincial, continuing to remain so. The accounts of 1884-85, exclud- 
ing Provincial Rates, were as follows : 

Imperial. Provincial. Total. 

( In thousands of Rupees ) 

Revenue ... ^0,3569 17,5537 67,9106 

Expenditure ... 50,5066 17,4854 67,9920 

These accounts on the basis of readjustment suggested above 
Would have stood thus : 

Revenue Expenditure Surplus or Deficit 
( In thousands of Rupees ) 

Imperial ... 3,26,799 5,05,365 - 1,78,566 

Provincial ... 3,54,307 1,76,559 1,77,748, 

This means that on the basis of the division proposed, the Provinces 
would have to pay about I7i crores, i. e., about fifty per cent, of the 
revenues made over to them, to the Imperial Government to enable the 
revenues of the latter to come up to its expenditure. 

This scheme, if adc^ted, would have the following advantages 
over the existing arrangements : 

(a) It would remove all irritation at present felt by the Local 
Governments, and will secure to them, under ordinary cir- 
oumstanoes, half the normal growth of revenue in their 
Provinces, enabling them thereby to make steady .'efforts 
towards the progressive improvement of the Internal 
Administration of the country. 
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( 6 ) It is, of course, not possible to secure at once a complete 
equality in the burdens which the Imperial Expenditure 
imposes upon the different Provinces. Provinces that 
contribute less than half their revenue to the Imperial 
Exchequer cannot be suddenly called upon to reduce 
their own expenditure, and pay their full share with a view 
to reducing the share of those that at present contribute 
more than half. Existing facts after all must be respected, 
and the present level of expenditure in the different Pro- 
vinces must be loft untouched. But the effect of contri- 
buting to the Imperial Exchequer an equal portion of all 
future increase in revenue, m., 50 per cent , will be that, 
year by year, the relation which the contribution of a Pro- 
vince bears to its revenue, will tend more and more towards 
equalization. Thus the Provinces which now pay, say 60 
per cent, of their revenue will, after paying only 50 per 
cent, of their increase for some years, be found to have 
dropped down to a ratio of 57 or 58 per cent. And similarly 
in the Provinces which pay less than 50 per cent, at present, 
the ratio will constantly work itself up to 50 per cent. 

The proposed scheme, while makin); ample provision for the 
necessities of the Central Gk>vernment, imposes, at the same time, 
something like a check on its spending propensities, ^t secures to that 
Government the entire normal growth of the Imperialised items of 
revenue, and also half that of the Provincialised items and leaves to 
it besides the power to demand more than half in times of need. But 
it is expected that in ordinary years more than half the normal gprowth 
of Provincied revenues will not be devoted to non-Provincial purposes. 

Tlie adoption of the scheme will place the financial system of 
India once for all on a sound basis, and will bring it more in a line 
with the federal systems of finance in other countries, such as Germany, 
Switzerland, and even Canada, and the United States. In these 
countries, so far as I have been able to gather, the Central and Consti- 
tuent Governments have their separate resources, but the latter are 
called upon in Germany and Switzerland to make special contributions 
on extraordinary occasions. 

I am confident that the Provincial Governments in India will 
welcome such a settlement of the question. Before concluding this 
portion of my evidence I may be permitted to remark that it would 
have been a matter of general advantage if representatives of Local 
Governments had ocane here to give evidence on this subject before 
the Oommission. 
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PROGRESS OF EXPENDITURE 

Our Expenditure shows a large and continuous growth since the 
transfer of the Government of India from the Company to the Crown, 
and recent changes in the frontier policy have accelerated its pace in 
an alarming manner. Excluding railway receipts, the avereige expendi- 
ture for the five years preceding the Mutiny was about 30 crores. It 
now stands at oyer 73 crores, nearly times what it was before the 
Mutiny. 

Increase of Expenditure, taken by itself as a feature of national 
finance, is not necessarily open to any serious objection. Everything 
depends in this matter on the nature of the purposes for which the 
increase has been incurred and the results produced by such outlay of 
public money. In the United Kingdom, in France, in Italy — in fact, 
almost everywhere in Europe — there have been large increases in 
national expenditure during the last thirty years, but the increase in 
Indian expenditure during this time differs from the increases elsewhere 
in a most fundamental respect. While increased expenditure in other 
countries, under proper popular control, has, so far as we are able 
to judge, helped to bring increased strength and security to 
the nations, and increased enlightenment and prosperity to the people, 
our continually growing expenditure has, in our opinion, under auto- 
cratic management, defective constitutional control, and the inherent 
defects of alien domination, only helped to bring about 
a constantly . inerting exploitation of our resources, has 
retarded our material progress, weakened our natural defences, 
and burdened us with undefined and indefinite financial liabilities. 
Compelled to meet the demands of a forward Imperial Frontier 
policy and the exigencies of consequent Imperial defence, and 
constantly borrowing for commercial enterprises, often undertaken in 
consequence of the pressure of English commercial classes, our Indian 
Government has little money to spare, with all its increase 6f taxa- 
tion, for purposes of national education. Nor has it been able, amidst 
constant embarrassments of the Military Budget, to forego some pros- 
pective land revenue by granting the boon of a permanent settlement 
to Provinces ripe and more than ripe for the concession under the 
conditions laid down in Sir Charles Wood’s* and Sir Stafford North- 
cote’s* Despatches ( 1862 and 1867 ), nor again has it found itself, 
during all these years, in a position to cany out pressing administra- 
tive reforms, like the separation of judicial and Executive functions. 

It is this feature that marks the difference between the growing 
expenditure of Britsh India and that of other countries, and constitutes 
our natjnpal grievance in respect of administration of our national 


1. aee foot-note 1 on p. 18. 


2. see foot-note on p. 17» 
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expenditure. Whereas the capacity of the country to bear increased 
burdens is growing perceptibly less, our expenditure, under the 
existing conditions of administration, is rising higher and higher, 
necessitating a heavy incidence of taxation, exhausting all our fiscal 
reserves, and what is still more alarming, thrusting on our hands 
expanding responsibilities. 

Under the Company’s Government, things were on the whole 
managed with economy, and increase of taxation was, as far as 
possible, avoided— a characteristic feature of our pre-Mutiny Finance. 
The conquest of the country completed, the Company’s Government 
entered in 1852-53 upon a career of administrative improvements and 
internal progress, and did much* in both directions ivithoul incimse 
of public burdens. And during the next five years, the fiscal system 
was reformed, the Police was reorganized, the Judicial and other 
Establishments were revised with largely extended employment of 
natives in some of the higher branches, and great activity was shown 
in regard to Public Works. Over two crores a year were spent on 
canals and roads and buildings, and arrangements were made with 
Railway Companies for the construction of the main trunk lines of 
railway communication. And yet, the expenditure was under 30 
crores. Then came the Mutiny. It was a serious national disaster. 
It added 47 crores to our National Debt; and our permanent annual 
expenditure increased at one bound by about 9 crores, the Civil 
Charges going up from 11*7 crores to 15*8 crores, the- Army from 12*7 
crores to 14«9 crores, and Interest from 2*9 to 5*5. The cloud of 
distrust, suspicion, and prejudice then raised still hangs over the coun- 
try, and casts its blighting shadow over, more or less, the whole of our 
Indian Finance. In respect of Military Expenditure— so, too, in regard 
to the extended employment of natives in the higher branches of the 
Civil and Military Services of the Crown— the effects of the Mutiny 
are stifi broadly visible, 

I beg to be allowed to put in two statements here, which I think 
will be helpful in comprehending at a glance the progressive nature of 
our expenditure. The first statement gives figures of total expenditure 
miVms railway receipts, figures of the exchange charges, and lastly, 
figures of total expenditure minus railway receipts and exchange for 
the last forty years. The second statement divides the period from 1862 
to 1895, into three periods — the first from 1862-70, that of Centralized 
Finance ; the second from 1871-81, that of partially Decentralized 
Finance, and the third from 1882-93, that of Decentralized Finance — 
and gives the salient facts connected with our expenditure during all 
these years. Both these statements have been prepared from the 
annual Financial Statements. 
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Siaiement I 


Year. 

Expenditure in 
Orores— Railway 
Reoeipts. 

Exchange 

in 

Crores. 

Expenditure— 
Railway Receipts 
and Exchange. 

1852-53 

28-04 


28 040 

1853-54 

30-18 


30>180 

1854-55 

30-89 


30-890 

1855-56 

3197 


31-970 

1856-57 

3197 


31-970 

1857-58 

40-04 

... 

40-040 

is's-sa 

50-19 

... 

50-190 

1859-60 

50-37 


50*370 

1860-61 

46 74 


46-740 

J 861-62 

43-53 


43-530 

1862-63 

42-97 


42-970 

1863-64 

44 20 


44-200 

1864-65 

45-58 


45-580 

1865-66 

45-74 


45-740 

1866-67 

4410 


44*100 

U months. 



1867-68 

49-06 


49-060 

ii868-69 

5130 

... 

51-300 

1869-70 

50-12 


50-120 

1870-71 

49-39 

... 

49-590 

1871-72 

49-16 

•433 

48-727 

1872-73 

50-82 

•694 

50126 

J 873-74 1 

54-66 

•882 

53-778 

1874-75 

53-21 * 

•785 

52-425 

1875-76 

52-64 

1-355 

51-285 

1876-77 

' 55-00 

2-059 

52-941 

J877-78 

57-22 • 

1-554 

55-666 

1878-79 

• » 55-38 

-3-225 

52-155 

1879-80 

60-27 

2-926 

57-344 

1880-81 

66-52 

2-716 

63-804 

1881-82 

58-81 

3-556 

!)5.254 

J 882-83 

58-40 

3 234 

55-166 

l^i83-84 

57-56 

3-434 

54-126 

1884-85 

59-20 

3-426 

55-774 

1885-86 

63-58 

3-230 

60-350 

1886-87 

62-63 

5-419 

57-261 

1887-8S 

66-25 

6-466 

59-784 . 

1888-89 

6613 

6-971 

59-159 

J88M0 

65-87 

6 663 

59-207 

1890-91 

64-82 

5 087 

59-733 

1891-92 

68-74 

6-937 

61-803 

1892-93 

71-93 

9-827 

62-103 

1893-94 

71-82 

10-285 

61-535 

1894-95 

73-25 

13-068 

60-182 


Periodical Averages 


Year. 

Without Exchange. 

With Exchange, 

1852-53-1856-57 

30-8 crores. 

30-8 crores. 

1857-58—1861-62 

46-1 

46-1 „ 

1862-63—1870-71 

46-9 

46-9 „ 

1871-72—1881-82 

53*9 „ 

55-8 „ 

1882-83—1894-95 

58-8 „ 

65-4 .. 


O.-60 
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Sfaiement II 


POST-MUTINY PERIOD OF INDIAN PIN ANOB-DI VISION I 
1862-63-1870-71. 

(Centralised Finance.) 

Elements of unoerlainty during the period. Fiscal Reserves 

War Office demands (British Force 1. Balances, 
amalgamated ). 2. Taxation. 

Necessity for famine protection. 3. Curtailment of optional expenditure, 

Demands for Public Works. Pressure of Works, &o. 
the commercial classes. 


Public 


4. Opium Revenue. 

5, Railway Finance. 

Revenue. 

1862-63 ... 45.1 
1870-71 ... 51-2 
Taxation during the period. 
Certificate tax, 1868-69. 
Income-tax substituted, 1869-70 
Raised. 

Salt tax raised in Madras 
and Bombay. 

Expenditure 
1862-63-1870-71 
Civil charges 15.88 19.13 

Army charges 14*89 16.07 

Interest charge 5*47 5-8 

Total expenditure 
including other 
heads ••• 42'9 49*3 
Increase ... 6*4 

Outlay on Public Works 
during 1868-G3— 1870-71. 
Ordinary works ... 52*66 
Guaranteed Railways ( from 
48*8 in 1862-63 to 92-4) 43-5 
State outlay on prod. 

Public Works ... 4*6 

100-7 

Net Deficit during the period 
Surplus, Deficit, 
6.2 6*4 a *2 

1862-63 1870-71 
Debt 96-8 104*0 

Increase, 7*0 

1862-63 1870-71 
Balances 234 20*1 

Decrease, 3 orores. 


NOTEWORTHY FEATURES 
Famines 1 

Cost in 
lakhs 

1865-66 Bengal, Madras, 

Bombay 1,53 

1868-69 North-West Pro- 
vinces, Central Pro- 
vince, Punjab and 
Bombay 72 

Frontier Expeditions. 
Sitanoa, Bbotan, Lushoi. 

Railway net loss to State. 

1862-63 1870-71 

1*6 1*9 

Home Charges. 

Net expenditure. 

1862-63 1870-71 

£4*9 millions £8*01 millions 

Fresh War Office charges 
during the period. 

£ 451,000 ( vide Govt. Desp«, 
Nov. 21, 1884). 

Two Irrigation Companies 
formed and Fort Canning— 
and other harbour improve- 
ment, reclamation compa- 
nies, &c. (with Govt, support 
—direct or indirect ). 

Opium Revenue. 

1862-63. 1870-71 1881-82 

8 06 8-04 6-36 

crores. orores, crores. 


Large Administrative im~ 
provements were required 
after the Mutiny— oivil, 

2. Provincial Administrations 
made increasing demands for 
varied local improvements, 
not being themselves respon- 
sible for funds. 

3. Public opinion in England 
urged measures for material 
progress (deemed neglected 
by the East India Company ). 

4. The commercial interests of 
England demanded improve- 
ments of communication and 
other public works. 
Thereo|prenoe of famines em- 
phasized the obligation of the 
State as to protective works. 

(a) Private enterprise encour- 
aged in all ways. 

(b) State agency since 1867 em- 
ployed to co-operate. 

(100 crores in all spent on 
public works.) 

6. War Office measures in respect 
of the British Army imposed a 
net charge of £450,000 due to 
amalgamation and unequal 
military partnership. 

Total expenditure rose from 
42*9 to 49*3. 

Expanding demands for expen- 
diture. 

(1) General administrative 
improvement. 

(2) Public Works— productive 
ordinary, protective. 

(3) Provinoial needs. 

(4) War Office demands. 

2 and 4 beyond the control of 
Government of India. 

Necessity for limitation of 
expanding demands. 

In respect of 3, Provincial 
Deoentraltzation carried out 
1870-71. 
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POST MUTINY FEllIOD OF INDIAN FIN ANCE--D1VIS:0N II 
1871-72-1881-82. 

( Partially Deeentralizad Flnanoe ) 

Element^ of uncertainty during the period. Fiscal Reserves. 

1. War Office demands. 1. Balances. 

2. Famine and Protective action, 2. Taxation. 

3. Public Works— commercial demands. 3. Curtailment of P. W. optional expenditure. 

i. Opium Revenue. 4, Famine grant, 

5. Exchange. 

6. Railway Finance. 

7. Exigencies of Imperial policy in Central Asia. 

NOTEWORTHY FEATURES. 


Revenue, 

1871-72 ... 50*1 ") Railway 
1881-82 ... 62*91 ) receipts. 


Opium 
9*26 9*36 


Taxation— 

lncome*tax reduced, 1871-72. 

Income-tax revised, 1872 73. 

Provincial rates levied, 1873-74 
Income-tax removed, 1873-74 
Tariff revised* reduced, 1875-70 
Excise duty raised. 

Opium duty raised, 1877-78, 

Licence tax, 1878-79. 

New local rates, 18<8«79. 

Salt duty raised in Madras 
and Bombay, 1878-79. 1876*78 Madras, Bom- 

Cotton duty remitted, 1878-79 bay, North-West 

Licence tax amended, 1878-79 • Provinces and 
• Punjab 

Expenditure. 

1871-72-1881-82 


Debt 1. It was an abnormal period of 

1871-72 1881-82 war and famine . 

106<9 156 8 2. Euglish public opinion continuing 

Increase ^9*8 to urge measures of material 

Balances progress; yet Public Works Ex- 

24-8 17-14 penditure had to be reduced, 

Decrease 7*6 which fell from 100 orores to 70 

orores during the period. 

3. The famines and the vast expendi- 
ture required led to the formation 
of a Famine Insurance Fund; yet 
Famines Cost in the Fund diverted to war, 
1873-74 Bengal, North- lakhs. 4. Fresh War Office charges amount- 
West Provinces ing to 48 lakhs, due toamalga* 

Oudh ... 6,75 mation, came upon the Indian 


1M9 


17,94 


Civil charges. ..18*6 
Array ...15*68 

Exchange *43 


19*2 Afghan War 

18*18 Cost 22*2 orores— 5 crorescon- 
3*55 tributed by England 
Net ... 17*2 orores. 


Total expenditure 
including other 
heads ... 49*1 58*81 

Increase 9*7, as against 6*4 
of the previous period, 


Home Charges 
Net expenditure 
1871-73 ... £7*7 millions net. 
1881-82 ... £11*1 millions net. 

Fresh War Office charges 
for improvement of British 
Force for the period, £485,000 
Famine Insurance Fund form- 
ed, and fresh taxation; fund 
diverted. 


Budget for increase of military 

efficiency. 

What disturbed Indian Finance 
most was a change of policy on 
N.-W.Frontier. Imperial policy 
in Central Asia entered upon a 
new phase with Buasia's con- 
quest of Ehiva. Afghanistan 
given up as a neutral zone, and 
the Amir promised material and 
and moral aid against unpro- 
voked foreign* aggression, a 
change of policy which convert- 
ed Afghanistan virtually into a 
British Frontier Protectorate. 
The line of the Indus given up 
as the Border line of British 
India. Indian Finance loaded 
with cost of schemes of Impe- 
rial territorial expansion in 
Central Asia, and a preponde- 
rance came to be given to 
military oonsiderations in our 
financial arrangements. Here 
Indian interest was subordina- 
ted to the exigencies of Im- 
perial policy. 
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OuTLiY ON Public Works 

DURING THE PERIOD 
Buildings and roads. 42-7 
1871-72 1881-82 
Total outlay on 
guaranteed Rail- 
ways, 94-5 68-7 

and State outlay 
on public works. 59-8 


100.7 128-5 
(Excluding capital in 
railway annuities) 
total net outlay ... 27*7 

70-4 


Provincial rates. 

1875*76 1,947 

1877-78 2,255 

1879-80 2,882 

1881-82 2,895 

Net increase •948orore9. 
Provincial oontraots revised, 
Gain to Imp. Revenue. 
First contracts, 1871-72... *331 
Contracts revised (1877-78)*400 
Railway net loss. 

1871-72 1881-82 

1-7 -2 


6, Exchange dif8ouUy increased. 
Total expenditure increased by 
9-7 orores. 

Expanding demands. 

1. General Administrative 
improvement. 

2. Public Works— pressure of 
English commercial interests. 

2. War Office demands— amalga-- 
mation. 

4. Treasury Office demands— 
central Asian Imperial policy. 

5. Exchange. 

2, 3, 4, and 5, all beyond the 
control of Government of India. 
1. Further decentralization. 


POST-MUTINY PERIOD OF INDIAN FINANCE-DIVISION III, 
1831-82-1894-95. 


(Financo Decentralized as at present.) 


Elements of uncertainty during the period. 

1. War Office demands. 

2. Military Expenditure. 

3. Famine. 

4. Public Works— commercial pressure as to 

Railways, 

5. Opium Revenue. 

6. Exchange. 

7. Railway Finance. 

8. Imperial Policy in A.sia— conquests and 


Fiscal Reserves. 

1. Balances. 

2. Taxation. 

3. Curtai|jnent of Public Works optional Ex 

penditure. 

4. Famine grant. 

5. CoDtributioilfi from Proyincial Governments. 

6. Periodical revision of Provincial contracts. 

7. Transfer of Public Works from Revenue to 

Capital. 


Frontier protectorates. 
Revenue 

minus railway receipts. 

1881- 82 63-9 orores. 

1894-95 73-0 „ 

Taxation. 

1882- 83 Import duties abolish- 
ed, salt duty reduced and 
so too opium duty. 

1886-87 Income-tax substitu- 
ted for licence-tax. 
1888-89 Petroleum duty im- 
posed, salt duty raised. 
1894-95 Customs duties. 


NOTEWORTHY FEATURES. 1. The 
Famines. 


Scarcities in Madras & Bombay 
War and Conquest, 
Upper Burma. 

British Baluchistan, 

Gilgit Agency. 

Somali Coast. 

Afghan Protectorate, develop- 
ed and confirmed. (Durand 
Treaty). 

Expeditions beyond the 
Frontier, 

Increase of Indian Armies 
(1886-88) 

An Imperial Reserve. 
Home Charges Net Expen- 
diture. 

1881-82 £1H millloiifl. 

m-P ^ 15-6 „ 


period was a disturbed 
period of war, panic and 
military precautionary mea- 
sures and territorial annexa- 
tions— costing us about 70 
orores during it, 

2. English public opinion press- 
ing for material progress, the 
commercial interests demand- 
ing railway extensions, the 
local services clamouring for 
iooreased pay and promotion 
and exchange compensation. 
The strain on Indian Finance 
was severe. 

3, Developments of Imperial 
policy in Asia involving us in 
large trans-frontier and other 
liabilities: Upper Burmah and 
9ther frontier provinpes thrust 
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Expenditure. 

1881-82 18114-95 
Civil charges ... ]9‘26 25-55 
Army ... 18-18 24-31 

ExohaDge ... 3-5 13-0 

Total expendi- 
ture inoludlng 
other items ... 58-81 73-25 
Increase 14 45 as against 9-7 
6-4 of preceding periods. 
OUTLA.Y ON PUBUO WORKS, 
Ordinary Public 
Works 75-36 

1881-2 1894-5 
Guaranteed 
Railways 68*7 711 
State outlay on 
Public Works 

59-82 115-5 


128-5 186-6 


PrtOViNOUL BiTES. 

( Due to decentralization. ) 
1881-82 2,895 
1885-86 2.960 
1889-90 3,410 
1894-95 3,541 


Increase -646 


Provincial contracts revised. 

Gain to Imperial Treasury. 
2od revision (1882-83) ... Nil 
3rd „ (1886-8^) ... 640 

4th (1892-93) ... 466 

PROVINCIAL Contributions 


on our hands for adminisira* 
t\ve development, which means 
vast future outlay. 

India now in tonoh with the 
great powers of Asia is neces- 
sarily pledged to vast military 
expenditure. 

Indian defence weakened 
Indian Finance at the mercy 
of military considerations. 
Indian armies increased. 

4. Exchange difficulty enormous- 
ly inoreased concurrently 
with a fall in opium. 

Grant of exchange compensa- 
tion allowance. 

Total expenditure inoreased by 
14-44 ororps as against 9-7 
aDd6-4 of the previous periods. 
Expanding demands : 


Total net outlay 58-0 

(excluding capi- 
tal in Railway 

Annuities *30 • 

» « 

millions) 

Frontier strategic 
railways ... 14-4 

orores 14-4 

147-76 

Debt 

1881-82 1894-95 

156-8 218-3 

Increase 61-5 

Opium Revenue. 

1881-82 1894-95 

9-36 7-32 

Balances 

1881-82 1894-95 

1744 25-2 

Increase 8-06 


1886-87 ... 

•400 

(1) Public Works 

1889-90 ... 

•740 

(2) War Office demands 

• 1890-91 ... 

•490 

(3) Demands of Central 

1894-95 ... 

-405 

Asian policy. 

(4) Exchange. 

Provincial contribution restored All beyond the control of 

in 1882-83 ... 

•670 

the Government of India. 
Taxation having reached its 
utmost limits, the enormous gro- 

Railway Net 

Lobs 

wth of expenditure during the 

1881-82 ... 

•2 

period leaves us no fiscal reserve; 

1894-95 

2*348 

yet elements of unoertainty and 


instability of ]|ndian Finance 
have largely grown and the Gov- 
ernment of India is compelled 
in the interests of financial sol- 
venoy to be able to meet fluctua- 
ting & expanding uncontrollable 
demands to keep tight its hold 
on every fiscal resource, limiting 
the means of the provincial ad- 
ministrations on the one side & 
reserving its freedom of action in 
regard to Famine Grants. Pro- 
ductive Public Works expendi- 
ture Sc Pifovincial Contribution s. 
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Imperial and Provincial Net Expenditure. 

It is interesting to note liow the growth of net expenditure has 
been divided between Imperial and Provincial since 1882, when Pro- 
vincial finance was placed on its present basis. Putting together 
Tables 1 and 21 of Sir H, Waterfield^ we have the following result : 


Year 

Total Net 

Frovincial Net 

Imperial Net 


In crores of Rs. 

In crores of Rs. 

In crores of Rs. 

1882-83 

41-79 

10-98 

30-81 

1883-84 

41 66 

10-83 

30-83 

1884-85 

41-90 

11-62 

30-28 

1885-86 

45»43 

* 12-27 

33-16 

1886-87 , 

44-55 

1212 


1887-88 

47-37 

12-35 

35-02 

1888-89 

46-44 

12-52 

33-92 

1889-90 

47-34 

13-10 

34-24 

1890-91 

45-66 

12-64 

1 33-02 

1891-92 

49-50 

13-60 

35 90 

1892-93 

52-53 

13-40 

39-03 

1893-94 ■ 

51-87 

13-3 J 

38-54 

1894-95 

52-74 

13 13 

3961 

Increase in 
1894-95 over 
1882-83 

10-95 

2-15 • 

8-80 


It will be seen that while the expenditure of tke internal adminis- 
tration of the country has been allowed to increase in thirteen years 
by only a little over two crores of rupees, the expenditure administered 
by the Government of India has increased during the time by nearly 
nine crores. It may also be added that during the three years of 
Lord Ripon’s vicaroyalty which belong to this period, the net Imperial 
expenditure was not only not i increasing, but actually showed a 
tendency to decrease. 

Military Expenditure 

No student or critic of Indian Finance will fail to bo struck by 
the position which Military charges occupy in the administration of 
Indian expenditure. It is indeed difficult to enter into a tliorough 
examination of this branch of our expenditure without raising a 
discussion about certain matters of policy which have been held to be 
outside the terms of this Commission’s reference. My friends, Mr, 
Morgan-Browne^ and Mr, Wacha, have, however, already placed the 
views of the Indian people on some aspects of this subject before the 


1. Financial Secretary in the India Office { 1879-1902 ). 

2, some time Secretary, British Committee, Indian National Congress ; attended 
and spoke at the 1894 session of the Indian National Congress. 
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Commission, and I have no wish to go over the same ground again. 
I will, therefore, content myself with a statement of certain additional 
facts connected with our military expenditure, leaving the Commission 


to draw its own conclusions from them. 

Its strength^ 1894-95 ) 

Standing Army ... ... ... 219,778 

British troops ... ... 73,119 

Miscellaneous British Officers ... 921 C 

Native Troops, including British Officers 145,738 ) 

Native Army Reserve ... ... ... 13,862 

Volunteers ... * ... ... ... 29,089 

Total of armed strength on mobilisation 262,729 


—a strength even smaller than Japan commands 
and about equal to that of Greece. 

Its cost ( 1894-95 ). Rs. crores. 

Ordinary expenditure ... ... 20*0 

Military works ( ordinary ) ... 1*1 

** Total ( ordinary ) 21 -1 

Special expenditure during the year ... *6 

Exchange ... ... ... 3*6 

25-3 
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Greece— Army Expenditure ... 

... -58 


' ' — 13 1, ,, 

„ Total „ 

... 4-2 

British India— Army Expenditure 

... 25>4 

= 35„ „ 

II 11 Total ,, 

... 73-2 • 


21 

or omitting exchange 

— or 30 per cent. 
73 

Russia— Army Expenditure 

... 23-9 

« 

= 21 percent. 

„ Total Expenditure 

... 115-0 nearly. 


The growth of our military expenditure, excluding all exceptional 
Jems— exchange, and even military works— has been as below : 


Years. 

Average Streogth. 

Average 
Ezpeoditure 
in crores. 

British. 

Native. 

Total. 

1837-38-1856-57 

43,826 

222,915 

266,741 

10-85 

( 20 years ) 
1861-62—1873-74 

62,458 

123,881 

186*'340 

. ' 15.38 

( 13 years > 




1874-75—1880-81 

1 61,884 

122.556 

184,441 

16.17 

(7 years ) 

1 



1881-82—1884-85 

57,975 

119,939 

177,714 

16-55 

( 4 years ) 



1885-86—1894-95 

70,704 

140,682 

211,387 

18.25 

( 10 years ) 


1894-95 

74.040 

145,738 

219,778 

2Q.1 


Taking, according to Mr. Kellner’s estimate, seven native soldiers 
as financially equal to three European soldiers, we may summarise the 
periodical expenditures on our Array thus : 


Period 

Total Strength 
European 
Standard 

Total cost in 
orores. 

Charge per 
combatant in 
rupees 

1837-8-1856-7 

139,383 

10 85 

778 

1861-2—1873-4 

115.550 

15.68 

1,357 

1874-5—1880-1 


1 1617 


1881-2—1884-5 

169,291 

1 1655 

1.515 

1885-6—1894-5 

130.996 

18-25 

1.393 

1894-5 

140,400 

20-1 

1,430 
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During the twenty years preceding the Mutiny, a most eventful 
period of war and conquest, we had under the Company’s rule an 
armed force about as strong as now, but maintained at nearly half the 
cost, the charge per combatant being Rs. 775. The Mutiny came, and 
the transfer of India to the Crown followed ; Army Amalgamation was 
carried out, the staff corps formed, and other changes in Army orga- 
nisation effected, and our military expenditure rose at a bound to 
14'89 crores from 10»85, the average of the pre-Mutiny period. It has 
gone on ever since steadily increasing till we come to the present year, 
when it stands at full 20 crores exclusive of exchange, the strength 
being about the same as before the Mutiny. 


(A) Looking to the composition of the Army we have 74,040 
British troops to 145,738 native troops, or almost exactly in the 
proportion of 1 to 2, During the twenty years preceding the Mutiny 
the proportion of British to native troops was 1 to 5, and sometimes 
much lower. The outbreak of 1857 followed ; a Royal Commission* 
inquired into the matter in 1859, and in its report submitted the 
following recommendation to Her Majesty : “ As regards the third 
question, the proportion which European should bear to Native Corps in 
Cavalry, Infantry and Artillery respectively, your Majesty's Commis- 
sioners are of opinion that the amount of native force should not, under 
present, circujiistqnces, i^ear a greater proportion to the European in 
Cavalry and Infantary, than 2 to 1 for Bengal, and 3 to 1 for 
Madras and Bombay respectively”. The proportions thus laid down 
were recommended in view of the circumstances of the disturbed 
period, and were not absolute, precluding all future modification as 
things should change. The present organisation, however, practically 
rests on that recommendation, the proportion being as a whole as 2 to 1, 
the differential proportions recommended for Bombay and Madras 
being ignored. 

Taking the recommendations of the Royal Commission, and 
looking to the local distribution of the armies, we have : 


Native troops 


British troops 


Bengal (i) 84,614 46,379 

Madras (S) 32,306 14,1951 

Bombay (i) 28,878 13,466/ 


Excess of British troops 
over the accepted 
standard. 

4,072 

7,266 


11.338 


1 . see (oot-noto 2 on p. 98. 

G.-«l 
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This is the amount of excess British Force over the aco^ted 
standard we have in the country, and 1 submit that there is nothing in 
the present condition of things to justify such a large departure from 
the recommendations of the Commission; things admittedly have 
changed for the better, and with our increasing appreciation of British 
rule, and growing attachment to Her Majesty’s throne, we should have 
expected the proportions to be modided the other way. As it is, we 
have on our hands a force of more than 11,000 British troops and tak- 
ing tile cost per European combatant at Es. 1,430 a year, we see this 
excess force burdens our military Budget with a needless 1^ crores ( or 
more exactly Rs. 1,57,30,000 ). crores a year is rather too heavy 
a charge for a poor country to bear unnecessarily. 

( B ) The strength of our existing Army is, further, in excess, by 
the recent increases of 30,000 troops, of the military needs of the 
country, as laid down by the Army Commission of 1879*, who even 
contemplated, among other things, in framing their estimate of our 
requirements, “ the contingency of operations beyond the Frontier, not 
merely against Russia with Afghanistan as our ally, but against 
Russia assisted by Afghanistan,” and, as Mr. llbert* and Sir A. Colvin 
in their dissent point out, no circumstances have arisen which 
necessitated these augmentations. 

( C ) But again the existing organisation of our Atmy is so faulty 
that it imposes a needlessly grievous burden on the Indian Exche- 
quer. Our army is always practically on a war footing ; we have no 
peace establishment proper ; and the strength we could mobilize in an 
emergency is — including volunteers and reserves — not more than 
252,719 men all told. And it is for such meagre armed strength that 
we have to spend under the present vicious system 25 crores and more 
a year. While most countries in Europe have adopted short service 
and the system of reserves — a system which gives them a maximum 
of combatant strength at a minimum of cost, India alone has to keep 
up her armies on a war footing even in time of peace, and has to pay a 
heavy penalty, getting no commensurate return for the money she 
spends. In these days the armed strength of a nation is measured, as 


1 . see foot-note on p. 19, 

2. Sir Courtenay Peregrine Ilbcrt ( 1841-1924 ) ; member, Viceroy's 

Executive Council ( 1882*86); in that capacity had charge of the '* llbert Bill " 
which raised so much opposition ; Vice-Chancellor, Calcutta University ( 1885-86) ; 
Parliamentary Asstt, Counsel and Counsel to the Treasury ( 1886-1901 ) ; Clerk to 
the House of Commons ( 1901 ) ; author of ' The Government of India* ( 1898 )» 
* Legislative Methods and Forms ' (1901) ; ‘ Parliament’, (1911) ; and 'The Mechanics 
of Law-making ’ ( 1914 ). 
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stated by Lord Wolsoley', not by the number of men uuder armH in its 
standing Army, but by the total number of trained soldiers it could put 
together for active service, when needed, service with the colours 
being but a course of training for the recruits, much more than active 
preparedness for war ; and in an emergency the reserves being relied 
upon as the first line of national defence. While the United Kingdom 
spends about eighteen millions on her army, and has a total armed 
strength of 588,785 men; France spends about twenty-six millions, and 
has an active army of 572,102, with reserves numbering 1,778,000 or a 
total of 2,350,000; Germany spends twenty-seven millions, and main- 
tains an active army of 562,014, and can mobilize in time of war, 
with her splendid reserves, a total force of 3,000,000 ; even Japan, 
an oriental country which has so successfully copied the 
European system, si>ends two and a half millions on her annies, 
keeping up a standing force of 37,719, and is able to mobilize a 
force of 269,748 ; — British India, though she spends even more than the 
United Kingdom itself on her armies ( 25 crores ), has but a standing 
force of 219,778, and with the reserves and volunteers, of 252,729, to 
show a strength even smaller than that of Japan, and scarcely 1/10 
of Germany. 

England adopted Short Service in 1871-72, but did not extend the 
benefit to the Indian Array. How wasteful our existing system is, may 
be more clearly seen, when we find that we have had to add throe 
crores to our poilitafV Budget to increase our armed force by 30,000 
troops. 

(D) Taking the two component parts of the Indian Army : 

(a) Brilbh Troops 

(1) Here we pay for Short Service, but the advantage of the 
system goes all to England. The peculiar merit of the systegi is that 
it gives a large reserve. Our English reserve is in England, and is 
not always avilable to us. Hence the British troops in India are all 
placed on a war footing. 

In respect of the recent increase, the argument strongly urged was 
that we could not always depend on England for re-inforcements— • 
possibly least when we should need them most. Though the Indian 

1. Garnet Joseph Wolseley (Viscount WolseUy) ( 1833-1913); served in 
Burmese War (185:2-53), Crimean War (1855-56), Indian mutiny ( 1857-58 ) at 
Ludcnow and Alambagh ; China ( 1860); Commander-in-Chief in Egyptian campaign 
( 1882 ) and of Gordon Relief expedition ( 1884-85 ) ; Commandet-in-Chief, Ireland 
(1890-95); Commander-in-Chief, British Array ( 1895-1900); author of ‘The 
Soldier's Pocket Book * Life of the Duke of Marlborough \ * Decline and Fall of 
Napoleon ' The Story of a Soldier's Life 
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revenues contribute so largely to the maintenance of the Army reserve 
in England, we could not always count upon getting the British troops 
augmented in India when we should have to take the field on a large 
scale. 

(2) We have yet the peculiar disadvantage of Short Service— a 
paucity of seasoned soldiers in the standing force. Lord Wolseley has 
told us tliat men of under two or two-and-a-half years’ service are 
seldom sent on active service, and whenever mobilisation takes place 
for field service in European countries, it is the reserves that are 
largely drawn upon. As we have no reserve in India, we pay for a 
force which is not all available for field duty. 

(3) We have, further, to pay for a higher standard of efficiency 
than is needed. In any country the efficiency of its army is always 
proportioned to its requirements, and is dependent on military condi- 
tions of offence and defence which exist. In India wo have not the 
same military conditions with which England has to deal in Europe ; 
we have not here in Asia gigantic military camps such as there are in 
Europe, and yet, under the amalgamation carried out after the Mutiny, 
we have to pay our share in full, calculated, too, on an arithmetical 
basis, for the maintenance of a standard of jnilitary efficiency which 
English— not Indian— conditions render necessary. 

(b) The Native Army 

Our Native Army, though theoretically a long service array, is 
practically in the main a short service one. Under the regulations a 
man can claim his discharge after three years’ service, and it is calcu- 
lated that as many as 80,000 trained native soldiers return to their 
homes in ten years’ time. The Army Commission of 1879 proposed 
the form&tion of reserves in order to retain a portion of these 80,000 
men bound to the obligations of service, and also in the hope that the 
reserves so formed in time of peace might “enable the Government to 
reduce the peace strength of the Native Army,” and expressed their 
view that such a restricted reserve system could cause no political 
danger to the country. The proposed reserves were calculated to 
absorb 58,200 men out of the 80,000 retiring from the Army every 
ten years. 

The formation of such reserves to the Native Army was decided 
on in 1885-86, and Lord Dulferin’s Government proposed to begin 
with two kinds of reserves — regimental and territorial ; of which the 
latter system wae eyicl^htl^ the more suitable of the two, and ooul(i 
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have succeeded better. But the Secretary of State vetoed the proposal 
as far as it related to the formation of territorial reserves, ai^rehen* 
sive of the political and military dangers of such a step, and sanctioned 
only regimental reserves. Accordingly we have now the feeble and 
straggling reserve that there is, numbering about 14,000. 

Of course, as far as it goes, it is a step in the right direction, liow- 
ever halting, and a strong effort ought to be made to organise on a 
sound basis a large effective reserve to the Native Array, so as to per- 
mit of reduction in its strength which, while increasing the total anned 
strength of the country, would bring material relief to the finances of 
the country. The wasteful costliness of the existing system is 
obvious. * 

( E ) We next come to the officering of the Native Army. Before 
the Mutiny there were two classes of native regiments, “ regular and 
irregular,*’ In the regular regiments, the nominal staff of British 
officers was 25 strong, of whom about 12 were actually present, the 
rest employed in civil and other departments. In the irregular regi- 
ments, there were only 3 British officers, the rest of the staff being 
entirely native When the armies were reconstructed after the Mutiny 
in 1861, the irregular system was adopted throughout the Native 
Army — first in Bengal and later in Madras and Bombay — with the 
change that the number of British officers per regiment was in- 
creased from 3 to 7. ^In 1874-75 the strength of English officers 
was increased by the addition of 2 probationers to each corps. In 
1882-83 one more officer was added to the cadre ; so that now 
we have 8 British officers in each regiment, ousting the Native 
officers virtually from the entire field of higher regimental command. 
Before the Mutiny, and in the irregular regiments, the British officers 
commanded wings and squadrons, leaving the command of the troops 
and companies to Native officers. Since the transfer and the lecon- 
struction of the armies, the field of employment for Native officers has 
steadily oont>raoted, and they have not now even the command of 
troops and companies, and hold a lower status in the Army. In their 
place a costly European agency has been put in, thereby imposing a 
great burden on the finances. 

Even in the lower positions, the number of Native officers has 
sensibly fallen off during the past twenty years. In 1876-77 the 
number of these officers was 2,812, in 1895-96 it is 2,759, a decrease of 
53 officers, though the strength of the Army has risen during the 
period from 120,672 to 141,257 ( i.e. 20,000 ). On the other hand, the 
number of British officers shows an Increase of 149 officers ( from 1,431 
^ 1 , 580 ) 
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(F) Lastly, we conio to a feature of the existing Army organisa- 
tion, the most wasteful of all — the Indian Staff Corps System (a 
corps of officers intended for the Native Array as well as for civil 
employ in the political, police, surv^, and other departments, and in 
the Frontier and non-regulation provinces ). 

When the amalgamation was carried out in 1861, there was a 
coniplete change in the system of officering the Native Army. The 
old supply from British regiments was stopped, and a staff corps was 
established in each presidency for the purpose. All officers of the Army, 
except those who declined, were transferred to the new corps. The 
promotion in the now corps was entirely by length of service, not by 
succession to a vacancy, so that lieutenants became captains, and 
captains majors, and so on, though the promotions were not needed for 
the work of the Army. The system is still in force, which is as under : 
Ensigns on transfer to the corps to become Lieutenants ; Lieutenants, 
after eleven years’ service, to be Captains ; after twenty years’ service 
to be Majors \ and after twenty-six years’ service to be Lieutenant- 
Cdonels. 

Further privileges were in 1866 conceded to the staff corps. Pre- 
vious to that year a certain number of Lieutenant-Colonels succeeded, 
on vacancies occurring, to Colonels’ allowances. These carried with 
them an extra pension of £664 a year. In 1866 the Sscrolary of State 
allowed all ofiRcers then in the staff coi-ps, and ^ill who might join, to 
succeed to Colonels’ allowances after twelve years’ service in the grade 
of Lieutenant-Colonel without reference to any fixed establishment of 
Colonels with Colonel’s allowance. Thus every officer could in future 
rely on getting Colonel’s allowance if he lived and clung to the service 
till he had served thirty-eight years. The general result of this extra- 
ordinary system of promotions and pensions has been that the upper 
rank^of the service are filled with officers for whom there is no work. 

The Colonels’ allowances, previous to 1866, wore granted only to 
a certain number on ground of special merit, at the rate of 1 to 30 
officers. Since then, it has been indiscriminately allowed to all, and 
we have now 501 officers in receipt of Colonels’ allowances on a staff 
corps of 2,826 strong i.e., more than 1 in 6 officers. 

The grant of such allowances is now placed under new conditions, 
but the heavy burden on the exchequer, due to the measures of the 
past, taken in the interest of the officers, grows heavier every 
year. The old system of promotion is still in force, regulated not in 
accordance with the needs of the services, but in the interest of the 
officers, as if the Army was for the officers, and not the officers for the 
Army. 
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The whole question regarding the constitution, terms of service, 
rates of pay and pension, in regard to this costly and privileged corps 
requires to be carefully examined. As it is, the whole system rests on 
an unsound basis, the corps is over-numerous, and drawing privileged 
rates of pay and pension, indicting a heavy burden on the national 
exchequer. 


The Services 

In every department of Indian expenditure the question of e^ency 
is one of paramount importance. According to a Parliamentary return 
of May, 1892, we have in India, in thg higher branches of the Civil and 
Military Departments, a total of 2,388 officers, drawing Rs. 10,000 a 
year and upwards, of whom Duly 60 are natives of India, and even 
these, with the exception of such as are judges, slop at a comparatively 
lower level. And they are thus divided : 
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In addition to these, the Railway Companies employ 105 officers, 
drawing Rs. 10,000 a year and more. They are all Europeans, and 
their total salaries come to Rs. 16,28,000, 

If we come down to officers drawing between Rs. 5,000 and 
Rs. 10,000 a year, we find that we have 421 natives in the Civil Depart- 
ment, as against 1,207 Europeans and 96 Eurasians. In the Military 
Department there are 25 Natives, as against 1,699 Europeans and 22 
Eurasians. In the P. W. Department there are 85 Natives, as against 
549 Europeans and 39 Eurasians. And in the Incorporated Local 
Funds there are 4 Natives, as against 22 Europeans and 3 Eurasians. 
The total salaries of officers of this class are thus divided : Civil 
Department— Natives, 29,05 thousand ; Eurasians 6,50 thousand ; 
and Europeans. 88,30 thousand. In the Military Department — 
Natives, 1,64 thousand ; Eurasians, 1,39 thousand ; and Europeans, 
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1,36,98 thousand. In the P. W. Department — Natives, 5,37 thousand; 
Eurasians, 2,78 thousand ; and Europeans, 39,62 thousand. And in the 
Incorporated Local Funds — Natives, 25 thousand ; Eurasians, 
17 thousand ; and Europeans, 1,46 thousand. In addition to these, 
there are under the Railway Ckjmpanies 258 officers of this class, 
of whom only 2 are Natives, 8 being Eurasians and 248 Europeans. 
Their salaries are thus divided : Natives, 12 thousand, Eurasians, 
50 thousand ; and Europeans, 17 lakhs 10 thousand. 

In England £125,360 is paid as salaries by the Indian Government, 
and £54,522 by Railway Companies, all to Europeans. 

The financial loss entailed by this practical monopoly by Europeans 
of the higher branches of the Services in India is not represented by 
salaries only. There are besides heavy pension and furlough charges, 
more than 3^ million sterling being paid to Europeans in England for 
the purpose in 1890, 

The excessive costliness of the foreign agency is not, however, its 
only evil There is a moral evil which, if anything, is even greater. A 
kind of dwarfing or stunting.of the Indian race is going on under the 
present system. We must live all the days of our life in an atmosphere 
of inferiority, and the tallest of us must bend, in order that the exigen- 
cies of the existing system may be satisfied. The upward impulse, if I 
may use such an expression, which every schoolboy at Eton or Harrow 
may feel, that he may one day be a Gladstone, a Nelson, or a Welling- 
ton, and which may draw forth the best effoi’ts of which he is capable, 
that is denied to us. The full height to which our manhood is capable of 
rising can never be reached by us under the present system. The moral 
elevation which every self-governing people feel cannot be felt by us. 
Our administrative and military talents must gradually disappear, 
owing |o sheer disuse, till at last our lot, as hewers of wood and drawers 
of water in our own country, is stereotyped. 

The Indian Civil Service is nearly 1,100 strong. Under the rules 
of 1879, since abolished, we were entitled to one-sixth of the whole 
recruitment, and in course of time we should have had about 180 
Natives in the Indian Civil Service. The Public Service Commission*, 
appointed by Lord Duiferin, proposed the abolition of these rules, and 
recommended that 108 posts usually held by Covenanted Civil Servants 
should be set aside for Indians. The Government of India and the 


1. The object of the appointment of the Commission was declared, broadly 
speaking, to be to devise a scheme which may reasonably be hoped to possess the 
necessary elements of hnality, and to do full justice to the claims of Natives of India to 
higher and more extensive employment in the public service’*. Sir Charles Aitcbison» 
then Lt.'^Governor of Punjab, was president of the Commission (1S8G-87). 
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Seoretary of State thought this recommendation too liberal, and ulti* 
mately decided to throw open only 93 such posts to which the Natives 
of India may be appointed, after certain existing claims were satis- 
fied. 


That these higher posts are guarded with extreme jealousy as 
practically a close preserve may be clearly seen from the following 
illustration. Mr. Jacob’ gives in Appendix 16 of Section II the total 
number of District and Sessions Judges in India as 126, Out of these 
only 5 are Natives. Now the capacity of Natives for the efficient 
discharge of judicial duties has been over and over again recognised, 
and the Public Service Commission ’ expressly recommended that one- 
third of all District and Sessions Judgeships should be given to Natives, 
which meant 42 out of 126. Instead of this 42, however, we have at 
the present day only 5 Native District and Sessions Judges, 

So, again, in the Police. Out of 230 District Superintendents only 
3 are natives. Only five Natives qualified to do the work of District 
and Sessions Judges, and only three for the work of Police Super- 
intendents, in all India, after close on a century of British rule ! 

The same is the case .with the Forest, Accounts, Opium, Mint, 
Scientific and other Departoents, 

In the PjUblic Works Department we have a total strength of 800 
engineers, of whom only 96 are Natives, The Indian Civil Engineering 
Colleges have been working for years, and yet not more than 96 of 
their trained graduates are to be found in the higher branches of the 
engineering service. In this connection I may mention that the Finance 
CcHnmittee of 1886 recommended that the connection of the Indian 
Government with the Cooper’s Hill College be terminated as soon as 
possible, and that there be a larger recruitment of students oMndian 
Colleges. This recommendation, however, was not accepted by the 
Government of India. 

I may also be permitted to make one or two general observa- 
tions here on this Public Works Department The Department 
has been for a long time over-manned, and Lord DulFerin’s Finance 
Committee thought it necessary to pass some severe criticism on the 
point The sanctioned strength is 760. The actual strength in 1884- 
85 was 898, in 1893 it was 857, and now it is about 800, which is still 40 
in excess of the sanctioned strength. Ever since the expa^ion of the 
Department in 1860— and notably from 1868 to 1875— we have had the 

1. Stephm Jacob, Comptroller and Auditor-General, Government of 
India, 
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superior staff arranged less with reference to the work to be done than 
to the condition of things as regards the position of officers. There has 
frequently been hasty and irregular recruitment during the periods of 
expansion, followed by blocks in promotion, requiring in their turn 
correctiye efforts in the shape of special allowances or better pay and 
pensions, not founded on a consideration of the Executive needs of the 
Department, And more than once officers have been specially induced 
to retire from the service on very favourable conditions as to pensions, 
to reduce the redundancy of officers. 

The Finance Committee of 1886 recommended that Eoyal 
Engineers in the Indian Army should be put on the Civil Staff, remark- 
ing that “ it is necessary to maintain a considerable establishment of 
Royal Engineers in India for military requirements. . . Such of them 
as are not needed for purely military duty in time of peace can be 
best employed in the Public Works Department, and should, in our 
opinion, have the first claim for employment in that Department in 
preference to all others,” and the Committee suggested that the Military 
Works branch of the Department should be abolished as a separate 
branch for the Military Works and amalgamated with the General 
Department. The suggestion as to the abolition of the Military Works 
branch has not been carided out, and only 7(T Royal Engineers from a 
total of 273 are at present on the Civil Staff, the greater number of the 
remaining 200 or so doing little or no work. It may be added that these 
suggestions of the Finance Committee had the full approval of the then 
Commander-in-Chiof. 

Exchange Compensation Allowance 

This allowance was granted to all non-doinicilod European and 
Eurasian employees about the middle of 1893, and the figures for the 


last three years have been as follows ; 


Year 


Amount in Bs. 

1893-94 


618,468 

1894-95 

• •• 

1,239,275 

1895-96 

• •• 

1,327,632 


The allowance consists in converting half the salary of each 
officer into sterling at the rate of Is. 6d. subject to the maximum of 
£1,000, and then converting it back again into rupees at the current 
rate of exchange. Practically it has amounted to a general increase 
of salaries. Now, in the first place, it is admitted that these employees 
of Government had no legal claim to the compensation. The pay of 
the European soldier in India is fixed in sterling, and the Government 
have now to make to him a much larger rupee payment than before. 
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Nobody, however, has ever suggested that this rupee payment should 
be reduced. If anyone had made the suggestion, he would have been 
told that the soldier was entitled to it. The guaranteed companies are 
now getting 5 per cent, on their capital, though they do not earn so 
much, and though Government can today borrow at the rate of per 
cent. If anyone were to say that 5 per cent, is too high now to pay, 
and that the companies should be asked to be satisfied with less, he 
would be told a contract is a contract. My point in giving these 
illustrations is this — if existing contracts are not to be disturbed in 
favour of the Indian Exchequer, why should they be disturbed against 
it? 


Secondly, if the European employees of Government suffered from 
the fall in exchange. Government itself, as representing the tax-payers, 
suffered much more from the same cause. When such a general mis- 
fortune had overtaken all classes, to single out a particular class for 
special relief by imposing additional burdens on the remaining classes, 
and these not well able to bear them, was entirely unjust. 

Thirdly, though it is quite true that the fall in exchange had 
considerably lowered the gold value of the rupee salaries, the salaries 
themselves were so excessively high, considering especially the great 
change that has taken place in the facilities and means of communi- 
cation between England and India, that even with the fall in exchange 
they were very high* I think it will be admitted that non-official 
Anglo-Indian testimony on this point is very valuable. The Bombay 
Chamber of Commerce is recognised to be one of the foremost and most 
important representatives of the English Mercantile Community in 
India. Tliis Oliamber, in writing to the Finance Committee on the 
subject of reduction of expenditure in 1886, thus wrote on the subject 
of salaries paid to Englishmen in India : 

The question of the sslaries paid by Government to its servants is one 
on whioh the Chamber holds very decided views. The just apportionment of 
remuneration to the exact quality and quantity of work done may, from the stand- 
point of individual cases, osll for very nioe discrimination and intimate knowledge of 
the oireurastanoes surrounding each appointment; but the Chamber, having many 
amongst its members in a position to form a true estimate of the standard of pay 
necessary, at the present day of widespread education and keen and inereasing 
competition among the members of the middle olasees for responsible employment, 
to ensure the attainments rsquired from civil servants, eovenanted and 
unoovenanted, does not hesitate to say that the entire seals of remuneration, but 
more especially of the senior classes, Is pitched at too high a level. At the time 
existing rates were settled, not only did the requisite educational acquirements 
a higher premium then they do now, hut there were othier considerations 
calling for monetary compensation. In former days an Indian career practically 
entailed expatriation; officials frequently lived very solitary lives, were exposed 
to exceptional temptations, and exercieed great reiponalbillty. In latter years 
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tbeee conditionB have been greatly mitigated, and in some oases thoroughly 
reversed. Commuoloation with England is constant and rapid, lile in India is 
healthier and attended with more comfort and leas expense, whilst control is so 
centralised that respousibility is in a great measure taken out of the hands of the 
officials, except of the highest ranks. Under these oiroumstanoes, a revision of 
all salaries, but particularly those above, say, Rs. 1,000 per month, is manifestly 
justifiable and called for. In all recent discussions on this subject, the decline 
in sterling exchange has been urged as a strong argument for non-reduotion ; hot 
in the view of this Chamber that is a matter which Government should not take 
into account. What it has to look to is purely the amount it must pay under all 
existing conditions and oiroumstanoes, in order to secure the neoessary qualified 
labour in this country, leaving individuals themselves to provide for the wants of 
their families in Europe, and their own requirements for leave. The Chamber In 
fact would go even further than this, and advocate that, under the new rules for 
future oontraots, all oivil pensions and retiring allowances should be paid in the 
ourrenoy of the country. India is no longer a terra incognita to the educated 
classes of England, and even under the comparatively less tempting inducements 
indicated above, the Chamber feels convinced that there would be no laok of 
suitable men ready and anxious to recruit the ranks of the service. This naturally 
leads to the consideration of the economy praotioable by a larger employment 
of natives. Muoh might doubtless be saved in this way, particularly in connection 
with the Judicial Department, where the openiog for efficient native agency seems 
widest ; but the Chamber is not prepared to formulate, nor possibly your Committee 
to discuss, a settled scheme for the entrance of natives into the covenanted and 
unoovenanted services. All 1 am instructed to lay strees upon in that direction 
is that, when Government decide on the competenoo of natives to hold certain 
posts, due allowance should be made in fixing their pay for the proportionate cost 
of living and expenditure between them and Europeans of a like grade. 

I * 

Fourthly, assuming that some relief was needed, it was most 
unfair to give the allowance to all. I mean men who went out to 
India after the rupee had fallen below Is. 4d. /.£?., who accepted the 
rupee salaries with their eyes open, as also those who had no 
remittances to make to England — these, at any rate, ought not to 
have been granted the allowance. The indiscriminate nature of the 
grant constitutes, in my opinion, its worst and most reprehensible 
feature. No wonder, after this, that the Indians should feel that India 
exists for the European services, and not the services for India. While 
the miserable pittance spent by Government on the education of the 
people has stood absolutely stationary for the last five years on the 
ground that Government has no more money to spare for it, here is a 
sum larger than the whole educational expenditure of Government 
given away to its European officials by one stroke of the pen I 

The salaries of some of the officers are fixed in rupees by statute* 
The grant to these men seems to be illegal as long as the statute is not 
amended. The question, I understand, has been raised, but it has not 
yet been disposed of by the Secretary of State. Meanwhile, the 
contj we« tQ pai^ to offioeys pending suqb 
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Education 

IThe meagteiieiss of th« (^oveniment assistance to pitblic education 
in India is one of the gravest blots on the administration of Indian 
expenditure. No words can be too strong in condemning this neglect 
of what was solemnly accepted by the Court of Directors in 1854 as -a 
sacred duty. During the last four or five years the Government grant 
to education hets been absolutely stationary. In 1891-92 it was 
Rx. 88,91,73 ; in 1894-95 it was Rx, 91,09,72 showing an increase of 
only 2,18,000 in four years. But even the increase was only an 
addition to the salaries of European offloials in the Department in the 
shape of exchange compensation allowance, as may be seen frcnn the 
fact that, while there was no charge for this allowance in 1891-92, in 
1894-95 the compensation to educational officers was Rs. 1,88,000. 
Side by side with this might be noted another fact, m., that during 
these same four years the Government expenditure on public education 
in Great Britain and Ireland increased from five millions to nearly 
nine millions sterling, and the contrast is too powerful to need any 
comments. One cannot help thinking that it is all the difference 
between children and step-children. There are more than 537,000 
towns and villages in India, with a total population of about 230 
millions, and yet there are fess than a hundred thousand public primary 
schools for them. The population of school-going age in India is about 
35 millions, ,o\jt of ^hom only about 4 millions, including those 
attending private or unaided schools, are under instruction, which 
means that out of every 100 children of school-going age 88 are 
growing up in darkness and ignorance, and consequent moral help- 
lessness, Comment on these figures is really superfluous. 

I may add that in 1888 the Government of Lord Dufferin issued a 
resolution which amounted to a virtual change of policy in the jnatter 
of eduoatiou Only four years before that Lord Ripon had issued a 
resolution, addressed to all Local Governments, urging them to increase 
their expenditure on education, and even offering assistance from the 
Imperial Exchequer, where absolutely necessary. In 1888, however, 
Lord Dufferin directed the Local Governments in express terms to 
gradually reduce the share contributed by Government to public 
educatioa 


Railways 

My friend, Mr. Wacha, has gone into this question ih great detail, 
and 1 will only add one or two observations to what he has said. In 
the evidence already recorded by the Commission, satisfaction is 
jpx|>re98e4 i® or two places t|if>t India the wwking expenses of 
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railways form a smaller percentage of the total railway receipts than 
in England, and the conclusion seems to be drawn that Indian railways 
are constructed and worked more cheaply than English railways. 1 
may, however, state that this lower percentage of working expenses 
is not peculiar to our railways only, but is, in fact, a necessary condi- 
tion of all industrial undertakings in India. Labour with us is very 
cheap, while capital is very dear, so a much larger margin is neces- 
sary for profits, and a much smaller one suffices for the working 
expenses than is the case in England. The mere fact, therefore, that 
the working expenses of Indian Railways form a smaller percentage of 
the total receipts than they do in England does not, in reality, prove 
anything. 

Meanwhile it may fairly be asked, if Indian railways are on the 
whole a profitable undertaking, why do English investors, with all 
their enterprise, almost invariably insist on a Government guarantee 
of interest in one form or another ? There was an excuse for the first 
Companies requiring such a guarantee. But after so many years’ 
experience of Indian Railways, and after so many protestations, both 
from the existing Companies and from Government, that there is a 
great, a prosperous future for Indian Railways, it is astonishing to see 
that every new scheme proposes that all foments of risk and possible 
loss in it should be shifted on to the Indian tax-payer, securing an 
absolutely safe, clear percentage of profit for the English investor. So 
long as the Indian Government has to bear a net bsS on Railway 
account, no matter from what cause, so long it is futile to represent 
the Indian Railway enterprise, whatever may be its other advantages, 
as a commercial success. 

I have two suggestioas to offer on this subject of Railways. The 
first is that the time has now come when the same restrictions that 
now etist on the outlay of public money on unproductive public works 
should be imposed in the case of these so-called productive works also; 
these restrictions being that in future all Government expenditure on 
these works, direct or indirect, should be out of surplus revenue only 
and not out of borrowed money. A new programme, costing 28 crores 
of rupees, has just been announced, and a private letter wlilch I received 
from India by the last mail says that it has been sanctioned in spite 
of the protest of the Finance Minister, Sir James Westland. When 
one remembers that the condition of Indian Finance is at present most 
depressed, that all really important lines have been already constructed, 
and that many most pressing needs of the country such as education 
receive no attention from the Government, on the ground of the 
proverty of its exchequer, one cahnot help thinking bitterly of this 
reckless {mifusion of Government, in the matter of railway construe- 
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lion, especially as the Indian people feel that this construction is 
undertaken principally in the Interests of English commercial and 
moneyed classes, and that it assists in the further exploitation of our 
resources. 

The second suggestion is that the Guaranteed .Railways should be 
taken over by Government at the first opportunity in each case with- 
out exception. The waiver of the right to take over the E. I. P. Railway 
twenty years ago was very unfortunate. Apart from the loss entailed 
by the high guarantee, by the unfair manner of calculating the sur- 
plus profits, and by their calculation six-monthly, instead of yearly, 
there is another very deplorable loss lyhich the Indian Exchequer must 
bear in the matter of these Guaranteed Railways. The shares of these 
Companies are at a high premimn, and that is due in great measure 
to the Government guaranteeing a high rate of interest. The premium 
thus is to a considerable extent only artificial, and yet Government 
must pay it when it has to take over these railways. 

Famine Insurance Fund 

All statistics on the subject of this Fund are already before the 
Commission. Of late years there has been a great deal of controversy 
as to the real object with which the Fund was created. I think the 
best evidence that I cap offer on this point is to quote the following 
extract from the* Report of a Parliamentary Committee which examin- 
ed in 1879 the subject of Public Works in India, and of which Lord 
George Hamilton* was chairman. 

During th® finanoial years 1877-78 aod 1878-79 additional taxation was 
imposed in India in order to establish an Annual Famine Insurance Fund of 
£1,500*000. That amount was fixed with reference to the famine expenditure* 
which during the last six years had amounted to the enormous sum ( excluding loss 
of revenue) of £14.487,827, of which a very large proportion had been met by 
borrowing. 

The object* therefore, of this Famine Insuranoe Fund was by increasing the 
revenue to avoid the constant additions to the debt of India which the prevention 
of periodical famines would entail, by either applying that increase of income 
to works likely to avert famine, and thus obviate famine expenditure, or by 
reduoing annually debt contracted for famine, so that if famine expcuditure should 
again become inevitable the reduction of debt made in years of prosperity would 
compensate for the liabilities incurred during scarcity. 

This increase of taxation was sanctioned by the Secretary of State in Oounoil 
on this understanding. 

Last September the Home Authorities received a Despatch from the Indian 
Government adverting to the difficulty of discriminating between works strictly 


1, see footnote 2 on p. 6. 
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prodti0tWe, and thoia only adxniasible as providing against the eifeot of famine, 
and proposing to accept a yearly maxinonm dead-weight charge, to be^fixed, as 
experience may suggest, for works constructed as productive, whether under the 
existing strict conditions, or as now proposed, in order to prerent famine,^ or give 
protection from famine, or diminish the expenditure for the counteraction of famine, 
if it occurs. In other words, they would limit to a specific maximum amount the 
net expenditure for the interest on the capital cost of all such works and their 
maintenance, after setting off all the net Income yielded by the worke. In addition 
to the annual loss entailed by their net existing liabilities, they proposed to add 
an annual sum not to exceed 85 lakhe of rupees, and they thought that that amount 
might form a primary charge upon the Famine Insurance Fund on the ooneidera- 
tion that the oonstruotion of any works not fully productive, aooordiog to the 
existing definition, which may be thus facilitated, will oause an equivalent rediio - 
tion of the ultimate liability on account of famines when they ooour. 

The first portion of this proposition had been already suggested by the Indian 
Oovermnent in 1876, and rejected by the Secretary of State in Council. The latter 
part of the suggestion by which it is proposed to permanently assign 25 lakhs of 
rupees of the Famine Insuranoe Fund, in order to raise money for the oonstruotion 
of famine works, not fully produotive, is an entire inversion of the object for whiob 
the fund was raised. This increase of taxation was justified as necessary in order 
to meet, as far as was possible, famine expenditure for the future out of inoome ; 
but to immediately appropriate a portion of the inoome so raised to pay the 
interest of new loans was a proposal which, in the opinion of your Committee, the 
Secretary of State in Connoil had no option but to reboot. 

Lord George Hamilton is now Secretary of State for India, and, 
judging from a recent debate in the House of Cbmmops, iiis Lordship 
seems to have forgotten what he wrote in 1879 as Chairman of that 
Parliamentary Committee. The Indian people, however, have a better 
memory. 

The Civil Departmenh of fhe Bombay Presidency 

I now come to a criticism of the Civil Departments of my Presi- 
dency, cn which subject, I understand, the Commission would like to 
hear my views. I may mention that a very exhaustive memorial 
criticising the working of these departments from the financial point 
of view, was submitted in 1886 by the Pqona Sarvajanik Sabha, of 
which 1 was Hon. Secretary for seven years, to the Finance Committee 
appointed by Lord Dufferin. In so far as the situation has undergone 
no change, that criticism has only to be briefly repeated on this occa- 
sion. Where the situation is altered, I must modify our observations 
of ten years ago. 


General Administration 

The total cliarge under this head in 1884-85 was about Hi lakhs 
of rupees. In 1894-95 it was over lii lahhs. A large part of the 
increase is due to exchange compensation allowance. About half a 
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lakh ia due to the transfer of the ohargres of the Inspeotor-Gtoneral at 
Jails, Registration and Steunps, to this head. The increase in the Oivil 
Secretariat is striking, being about 60,000 rupees. The expenses of the 
staff and household of the Gtovernor have also increased from 86,000 
rupees to over one lakh. It has long been felt that the Bombay ex- 
penditure under both these heac^ is on an extravagant scale. In 
Madras they manage things much cheaper. Madras is a larger Pre- 
sidency than Bombay, and yet, in 1894-95, its Oivil Secretariat 
expenditure was only 306,400 rupees, as against 414,000 rupees for 
B(»nbay. Similarly, the staff and household expenditure in Madras in 
that year was 46,000 rupees, as against 107,000 rupees for Bombay. 
On this point I would suggest that tbp Staff and Household allowance 
in Bombay should be commuted into a lump-sum of about 60,000 
rupees a year. 

The intermediate supervising staff of Commissioners of Divisions 
also comes under this head. Its cost in 1894-95 was over 3} lakhs. 
This item of expenditure is a very heavy and perfectly needless drain 
upon the revenues. This institution of the Commissioners introduces 
an unnecessary step between the district and the headquarters of 
Government, causes culpable delay in the speed of despatch of public 
business, and is opposed to the proper efficiency of the District Gov- 
emment The Comraissionership of the Central Division was, moreover, 
created twenty years ago in consequence of the pressure of famine, 
and it ought to 'have been abolished as soon as the pressure had 
disappeared. 


Land Revenue Administration 

The charges under this head are about 65 lakhs, and have for 
some years past been more or less steady. In the Presidency proper, 
there are 13 senior and 9 junior Collectors, with 41 Assistant Colieotors- 
There is besides a large number of supernumeraries. Then there are 
about 50 Deputy Collectors, and a large number of Mamlatdars, one 
for each taluka. On an average, each district has one Collector, two 
Assistant Collectors, one or two supernumeraries, and two Deputy 
Collectors, with a Mamlatdar for each taluka. When the Revenue 
Department was first organised, the other departments of the State 
were not formed, and the revenue officers were the only officers whom 
Government could regard as its principal executive officers. Collectors 
therefore, found it almost impossible to conduct their duties efficiently, 
and their staff had to be strengthened by the addition of Assistant 
OoUeotors; but during the last few years, most of the other Departments 
have been fully organised, and each Department has now its special 
0.-63 
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staff, ctf administrative and executive c^oerS. Under these altered 
cironmstanoes, therefore, there no longer exists the necessity of 
m^ntaining the staff of Assistant Collectors under the district revenue 
officer, except so far as the necessary provision of training some few 
covenanted Civilians for district work might require. Fov this pur- 
pose,, one, instead of two or three, — the present number of assistants — 
wcHild be more than sufficient. This change, without affecting the 
eiSciency in the slightest degree, will relieve the State of a needless 
and costly burden. 

The district in India is the proper unit of administration, the 
Collector being the chief representative of Government in the district. 
The present scheme of District Administration, however, is radically 
defective, and entails a large waste of public money. The great 
multiplication of Central Departments, which has taken place in recent 
years, has, while imposing a heavy strain on the finances, considerably 
weakened the position of the Collector, and the machinery of admini- 
stration has in consequence become much more vexatious to the 
people than it was before. The great fault of the existing system is 
that the number of inspecting, controlling and supervising officers is 
wholly out of all proportion to the number of real workers. Governments 
in all the departments, fixes the salaries of its officers high enough to 
show that it trusts these officers and expects from them efficient and 
conscientious work ; but after showing this mark of confidence, it 
imposes check upon check, as if no officer could be trusted to do his 
duties. Perhaps, such a state of things was inevitable in the early 
days of British rule, when everything had to be properly organised, and 
various administrative reforms had to be carried out. But now that 
things have settled themselves, and most of the work done is compara- 
tively of a routine character, it is a sheer waste of public money to 
maintain such a system of checks and over-centralisation. I have 
already* spoken of the Divisional Commissioners, who are at present 
only a fifth wheel of the coach. In the North-West Provinces, Punjab 
and Bengal, there are, besides the Commissioners of Divisions, 
Revenue Boards of two or three members. This double or treble 
machinery serves no useful purpose beyond a nominal, but very often 
vexatious, check. It may be admitted that some check is necessary, 
but too much check defeats itself by becoming either vexations or 
nominal or both. What is wanted is a check, more real, by its being 
more on the spot The district being a unit of administration, the 
Collector’s position should be that of the President of an Executive 
Board,' consisting of his Revenue, Police, Forest Public Works, 
Medical and Educational Assistants, sitting together each in charge o ^ 
his own department but taking counsel in larger matters with the 
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heads of the other departments under the general adrioe of the 
Odlector-President. To this official Board, the Chairmen of the 
District and Municipal Boards may be joined.as non-official represent- 
atives. These ten members, thus sitting together, and representing as 
many departments, would fcsnn the best check on each individual 
department With such a self-adjusting, simple and effective system 
at work, the present complicated and less efficient system of check and 
over-centralisation might be dispensed with to the great relief of the 
people, and of the finance of the Presidency. 

Forest 

The expenditure under this head, was Bs. 9,64,000 in 1891-92. In 
1894-95, it was Rs. 10,34,000— an increase of Bs. 70,000 in three years. 
The increase was mainly due to exchange compensation allowanoe. 
The administrative charge in this Department is excessive. The 
salaries of the Conservators, Deputy Conservators and Assistant 
Conservators, who, with the exception of one man, are all Europeans, 
amount to no less than 3i lakhs of rupees, or one-third of the whole 
expenditure. The department, moreover, is working in a most unsatis- 
factory manner, causing immense discontent and irritation among the 
rural classes— a discontent gradually culminating in some parts in 
outbreaks of lawlessness. It also comes frequently into oonfllct with 
the Revenue Department. If the work be handed over to and placed 
under the ch^ge of tho Collector with a Forest Assistant, its operations 
will be much less vexatious to the people, the conflict between it and 
the Revenue Department would be avoided, and the arrangement 
would result in a saving to the State. The Forest Department is 
at present controlled by three Conservators, nineteen I^puty Con- 
servators and nine Assistant Conservators. There are besides about 
twenty extra Assistant Conservators. This excessively costly staff 
could now be reduced and replaced by much cheaper agehcy, if 
the suggestions made above were carried out. Moreover, the work 
done by the lower-paid establishment should be, as far as possible, 
handed over to the village officers who would do it much more effici- 
ently and cheaply, as a small increase in their existing remuneration 
would be deemed by them as adequate payment for the extra work. 

Forest,. Irrigation and Agriculture are all at present separate 
Departments, each working in its own orbit, though they all are sup- 
posed tp discharge duties practically allied to each other. The promo- 
tion of the agricultural industry of the country is the common object 
of all, but the Pepartinents, being separate, work on their own lines — 
not ^ways convergent to the main end; and there is necessarily a con* 
siderable waste of funds and effort. Even under the existing system, 
if these Departments were amalgamated, one supervising estabUshment 
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would do where we now have three. The change will be attended 
with advantage to the agriculturists and relief to the finances of the 
country. 

Police 

The charge under this head in 1894-05 was over 66 lakhs of 
rupees. In 1892-93, it was less than 51| lakhs. The increase is chiefly 
due to the reorganisation scheme carried out in 1894 at an annual 
cost of over four lakhs for the Mofussil Police and about one lakh for 
the Police of the Presidency town. As in the case of several other 
Departments, this Department is largely over-officered in the upper 
staff. In 1884, the Inspector-Generalship of Police was created with a 
salary of Rs. 24,000 a year. The creation of this office was not favo- 
ured by the Gk>vernment of India itself for a long time, but it yielded 
at last to the persistent pressure of the local Government. This 
needless centralisation, in addition to being expensive, has disturbed 
the harmony which previously prevailed in the district administration, 
when the District Police Officer was a direct subordinate of the Collec- 
tor of the District. The Police Department has no policy of its own 
to carry out, and it may well remain directly under the Collector of 
each District. I may mention that men like Sir Barrow Ellis' were 
strongly opposed to the creation of the Inspbctor-Generalship. 

The superior staff has been constantly on the increase. In 1879, 
the number of District Superintendents and AssistanUSuperintendents 
was 22. In 1886-87 it was 30. It now stands at 38, all Europeans. 
There are besides about nine Probationers. The institution of the 
grade of Police Probationers has all along been regarded by the Indian 
public as a great scandal, and evidence was offered before the Public 
Service Commission that all the 13 Probationers that had till then been 
appointed were relatives of persons occupying high posts in the Admi- 
nistration — men who had failed in qualifying themselves for any 
other career. 

But while the superior staff is excessive and too costly, the lowest 
grades in the Department — the class of Constables ^ require luge 
improvement. A much better type of men must be attracted to the 
ranks by offering adequate inducement. It is no exaggeration to say 
that the Indian Police of the present day, outside the Presidency towns, 
are a thoroughly incompetent, unscrupulous, corrupt body, causing 
vast misery to &e bulk of the people. They are often found to be 

1. Sir Barrow Htrhtrt Ettit, i.c.s., (1823-87), lerved in Sind ( 1831-38), 
acting some time as Chief Comminioner : member, Bombay etecntive eonneti 
.(1863-69 ) i member, Viceroy's executive council ( 1869-73 ) ; member, India Council 
(1873-83). 
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themselveB actively aiding and abetting crimes— especially crimes 
connected with prcq;>erly. Outside the Presidency towns there is no 
detective service worth mentioning. A large increase of expenditure 
is necessary if the Department is to be effective for protecting, and not 
harassing, the general population. 

Education 

Here, too, a large increase of expenditure is necessary if Govern- 
ment desires to discharge its duties adequately by the people. The 
charge under the head of education at present is about twenty lakhs, 
of which three lakhs are consumed by direction and inspection. Our 
percentages are, no doubt, slightly better than those for the whole of 
India, but that is hardly a matter for congratulation, seeing that what 
is being done is almost as nothing compared with what ought to be 
done. So long as we have only 9,000 public primary schools for over 
25,000 towns and villages, and about 80 children out of every 100 of 
school-going age are growing up in utter darkness, so long the educa- 
tional policy of the GKivernment will always be a reproach to it. 

In this connection there is one point to which 1 am anxious to draw 
the particular attention of the Commission. That point is the absolu- 
tely inelastic character of the financial provision which is made for 
primary education in rural areas. In these areas primary education 
is now entrusted to Lpcal Boards, Government contenting itself with a 
grant-in-aid’ to‘these Boards of one-third the total expenditure. Now 
the only revenue that these Boards have at their disposal is the pro- 
ceeds of the one-anna cess, and these proceeds are devoted in certain 
fixed proportions to primary education, sanitation, and roads. As our 
revenue settlements are for periods of thirty years, it follows that 
du ring these periods the proceeds of the one-anna cess must be more or 
less stationary —which means that the amount that Local Bogrds can 
devote to primary education, being a fixed proportion of those proceeds, 
must remain more or less stationary during the currency of each 
period of settlement. And as Government will, as a rule, contribute 
only one-third of the whole expenditure, t.e., one-half the amount 
spent by the Boards, it is clear that, the resources that are available 
for the spread of primary education are entirely inelastic for long 
periods. I believe Sir James Peile* had proposed, when he was Director 


1. Sir Jamts Braithwaite PeiU. i.c.s., (1833-1906); Director of Public Instruc- 
tion, Bombay ( 1869-73) ; Political Agent in Katbiawar ( 1873-78 ) ; ‘ member. Famine 
rnmwitMiftn (1878-80); member, Bombay executive council (1883-86); Vice- 
Chancellor, Bombay University ( 1884-86) ; member, ITiceroy’s executive council 
( 1886-87): member, India Council ( 1887-1902 ); member, Welby Commissioa 
( 1895-1900). 
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Monopoly of all Higher Offices by Europeans 

Similar criticism might be offered about the remaining Depart* 
ments, but I have no wish to weary the Commission with further obser- 
vations of the kind. But there is one great evil commcm to all the 
Departments, and a few words on that may be allowed. This evil is 
the practical monopoly of all the higher posts by Europeans. The 
following analysis of the Civil List for the Bombay Presidency for 
January, 1897, will make my meaning clear : 

Covenanted Civil Servants, or as they are now called, Civil Servants 
of India. The total number of these Civil Servants attached to Bombay 
at present is 156, out of whom only five are Indians, these five 
having entered by the competitive '^door in England. There are, besides, 
eight statutory Indian Civilians. The Members of Council, the High 
Court Civilian Judges, the Commissioners of Divisions, the Secretaries 
to Government, the Senior Collectors are all Europeans. There is one 
native among the District and Sessions Judges, and one native Acting 
Junior Collector among Junior Collectors. 

CUy Magistrates — There are four City Magistrateships, two on 
Bs. 800 a month, and two on Rs. 500 a month. The two former are 
held by Europeans ( not covenanted ), the two latter by natives. 

Land Records and Agriculture — There are six posts in this Depart- 
ment, with a salary of over Rs. 400 a month. They are all held by 
Europeans. , 

Forest Department — There are 29 posts in this Department, with 
salaries ranging between Rs. 400 a month to Rs. 1,600 a month. They 
are all held by Europeans. There are nine Europeans even below 
Rs. 400 a month. 

Salt — There are 12 posts with salaries ranging between Rs. 400 to 
Rs. 1,130 a month. Only one of these is held by an Indian. 

Pest — The Postmaster-General is a Civiliaa There are 11 posts 
under him, with salaries above Rs. 400, out of which 7 are held by 
Europeans. 

Telegraph — There are 12 posts in this Department, with salaries 
ranging between 400 and 1,000 rupees, and they are all held by Euro- 
peans. There are, moreover, 40 posts between Rs. 100 and Rs. 400 a 
month. Of these, also, 36 are held by Europeana 

Revenue Survey—Thsse are 10 posts in this Department, with 
salaries above Rs. 400. They are all held by Europeans. 

AccouTitant-Oeneral’s Department — The Accountant-General and 
Deputy Accountant-General are Civilians. There are five posts under 
them, with salaries ranging between 400 and 1,000 rupees, four of 
which are held by Europeans. 

High Court Judges— OaX of seven Judges, two are Natives. 
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Oovemment Ixao Officers — There are seven Government Law 
QflBoers, of whom six are Europeana Four of these get Bs. 2,000 a 
month and above, one gets Bs. 1,000, and the sixth man gets Bs. 250. 
There is only one native among these, who is paid Bs. 300 a month. 

Officers cf the High Court-— There are 14 ofiloers, with salaries 
ranging between 400 and 2,500 rupees a month. Of these 6 are Natives. 

Prison Department — The Inspector-General draws Bs. 2,000 a 
month, and there are under him 11 officers receiving Ba 350 to 
Bs. 1,200 a month. They are all Europeans. 

Cantonment Magistrates — There are 11 such Magistrates, with 
salaries ranging from Bs 100^ to Bs. 1,250 a month. They are all 
Europeans. 

Police — There are 54 officers in this Department, with salaries 
ranging between Bs. 250 and Bs. 1,800 a month. Of these only 3 are 
Natives, and they are all drawing Bs. 250 a month. There are,moreover, 
five officers in charge of Bailway Police. They are all Europeans, 
and draw salwies ranging between Bs. 350 and Bs. 1,000 a month. 

Educalim—The Director is paid Bs. 2,500 a month, and under 
him there are 45 officers receiving between Bs. 400 and Bs. 1,500 
a month. Of these only ip are Natives, and with one exception, they 
get either 400 or 500 a month — the one gentleman mentioned as an 
exception is a Native Christian, and draws 633 rupees a month. 

Ecclesiastical — There are 31 paid officers in this Department They 
draw between Bs. 400 and Bs. 800 a month, and are, of course, all 
Europeans. 

Medical— The Surgeon-General draws Bs. 2,500 a month, and 
there are under him 59 officers drawing salaries between 400 and 1,600 
rupees a month. Out of these only 4 are Natives. 

Samiary — There are 7 posts in this Department, with salaries 
between Bs. 400 and Bs. 1,200 a month. They are all held by Europeans. 

Political— There are 66 officers in this Department, drawing sala- 
ries ranging between Bs. 400 and Bs. 3,500 a month. Only 2 of these 
are Natives, one of them drawing Bs. 400 and the other Bs. 450 only. 

Public Works — There are 83 officers in this Department, drawing 
salaries between Bs. 250 and Bs. 2,500 a month. Of these 23 are 
Natives. 

The Subordinate Judgeships and Deputy Colleotorships are the 
only branches of the Public Service which are free from this .practical 
monopoly by European officers. 

1. May this be a misprint for 1,000 ? 
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APPORTIONMENT OF CHARGES BETWEEN 
ENGLAND AND INDIA 

On the narrower ground which the Government of India have 
chosen to occupy in this matter, they have, I think, stated the case for 
India very effectively. 1 agree, however, with Mr. Dadabhai Naorc^i* 
and Mr. Wacha in thinking that the held, in respect of which equitable 
apportionment is necessary, is much wider than that. I will add a few 
observations to explain my meaning : 

c 

( 1 ) The India Office Charges 

These stand at about £273,000, and ought to be borne by England 
or at least divided half-and-half between England and India. The 
Secretary of State for India, as a member of the Imperial Cabinet, 
represents the Imperial Executive, and discharges the Imperial func- 
tion of general controlling supervision in respect of Indian administra - 
tion just as the Secretary of State for the Colonies does for the Colonial 
Governments. The salary of the Colonial Secretary, together with his 
ofSoe charges, is borne on the Imperial Estimates. In strict justicci 
therefore, the India Office ought to form part of the Imperial Establish- 
ments and paid out of the Imperial Exchequer. . I am, however, aware 
that it is urged on the other side that, under present arrangements, 
the India Office has to do much directive and executive work in regard 
to Indian administration which the Colonial Office is not called upon 
to do, and I should, therefore, be satisfied if the charges were divided 
half-and-half between India and England. 

( 2 ) Army Charges Due fo Recent Additions 

These increases were due to the panic caused by the Penjdeh 
•incident, and were alleged to be necessary for the better protection of 
the North-West frontier. Upper Burmah was, however, subsequently 
annexed. British Baluchistan was organised, various frontier enter- 
prises carried cut, and almost the entire increased strength has been 
thus absorbed in these newly conquered territories — a fact that shows 
that they were not really required for purposes of the defence of the 
North-West frontier. 

Similar temporary additions were made at the same time to the 
Imperial garrisons in other parts of the Empire in view of an imminent 
conflict with Bussia, Mr. Gladstone obtaining a large vote of credit for 


1. see foot-note 2 on p. 377. 
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ihis purpose. But as soon as the emergency passed away, the 
garrisons were reduced; only in India was the increased strength 
maintained. 

These additions were in excess of the maximum defence require- 
ments of the country as defined by the Army Commission of 1879 in 
view of frontier and other contingencies,— even Russia and Afghani- 
stan making common cause. 

The additions were protested against when made by two members 
of the Viceregal Council, including the Financial Minister, who urged 
that in the first place they were not necessary, but that, secondly, if 
they were wanted, that was for purposes of the Imperial policy, and 
the Imperial treasury should pay for them. 

This increased force, therefore, of 30,000 troops, forms no part of 
our Indian army proper, but is an Imperial garrison and serves as an 
Imperial Reserve, and the cost of it ought to be an Imperial charge. 

( 3 ) Our Ordinary Debt 

Our ordinary debt, as distinguished from our Public Works debt, 
stands at present at 68 cr(?res. 

This portion of V)ur debt would not have until now remained 
undischarged but for charges unjustly imposed upon us in the past in 
respect of various wars and expeditions in promotion of Imperial 
schemes of territorial expansion. 


Cost in Crores. 

First Burmese War ( 1823 ) 1 J 

First Afghan War ( 1838-42 ) 15 

Abyssinian War *6 

Second Afghan War 

Total Cost 22 Crores. 

Mintts Imperial Contribution 5 „ 

17 

Elgyptlan War ... 1’2 


46-8 
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Add to this 67*8 orores thrown upon India since 1885, in pursaadOe 
of an Imperial policy, as shown in the following table : 


Frontier Expenditure 
since 1885. 

Aggregate Charge 
during the Period 
in Crores. 

Permanent 
Annual 
Charge 
in Crores. 

Military Roads 

1-250 


*Strategic Railways 

14-000 

-600 

Special Defence 'Works ... * ... 

4-630 

• t • 

Army Increases ( including Baluqlii- 



Stan Garrison ) 

22-000 

3900 

Frontier Extension : 



1. Upper Burmah 

14-920 

-925 

2. British Baluchistan 


-086 

3. The Gilghit Agency and 



Protectorate ( including 



Chitral ) 

• • • 

-220 

4. Somali Coast 

. • • 

-012 

5. T^e Afghan Protectorate 

• •• 

-180 

Cost of Expeditions, &o. ( exclusive 



of Burmah ) 

8-240 

• • • 

Political Expenditure 

• 2-838 

-457 

Total in Crores. 

G7‘m 

9 • 

6-380 


* The charge is met from capital and not from current revenue 


We thus get a total of 114-6 crores of rupees, unjustly imposed 
by the Imperial Government on us in furtherance of its own policy. 
If oven half the sum were refunded to us, our ordinary debt will 
practically disappear. 

I would mention in this connection that we have paid every 
shilling of the cost of British Conquest, including even the cost of 
the suppression of the Mutiny ( which was close on 50 crores ), Eng- 
land contributing absolutely nothing in aid of all this expenditure, 
though her responsibility for the latter event was possibly greater 
than ours, in consequence' of the withdrawal of European regiments 
from the country, despite the protest of the Government of India, for 
service in Crimea and Persia. 

England has paid such charges for Imperial Conquest or settle- 
ment in respect of her Colonies. She has even paid the ooet of the 
suppression of the insurrection in Canada (183843) out of Imperial 
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Itevenues. Nor lias she ever called upon her Oolonies^-not even the 
Gape — ^to undertake Imperial wars or to oontributa towards their 
charga 

Uppeb Burma lies beyond the Indian frontier, and we have had 
no interest in its conquest and annexation except as a province to be 
held and administered as an Imperial trust. The conquest was 
effected in furtherance of Imperial policy and the commercial interests 
of the Empire, and no special Indian interest was ever here at stake. 

British Baluchistan and the Gilghit Protectorate are beyond the 
line of our impregnable defences, and India has no concern with them 
except as Imperial charges. 

These are new conquests, and as years pass by will require large 
expenditure for purposes of administrative improvement and material 
development. And it is suggested that they be taken off our hands'-* 
as Ceylon, St. Helena, and the Straits Settlements were in a former 
day — and be directly administered as appanages of the Crown. 

Bechuanaland (South Africa ) is administered as a Crown Colony, 
and is not thrust on the hands of the Cape. 

Political Expenditure Beyond The Frontier 

This is properly Foreign OfSce Expenditure as connected with 
the general foreign relations of the Empire. Foreign policy and 
control of foreign relations are Imperial functions, and charges in 
connection tbereVith, in whatever part of the Empire, ought to be 
borne on the Imperial Estimates. 

India has no interests whatever beyond her territorial borders, 
and has only to maintain peace and order on her own side of the 
frontier. The Indus, the desert, and the Himalayan Wall are 
impregnable lines of defence on the North-West, behind which she 
can remain in perfect security. • 

All such expenditure, therefore, as is represented by the subsidies 
to the Amir and other tribal chiefs, and other like charges, is strictly 
Imperial in furtherance cff Imperial interests in mid-Asia. 

The Irreducible Minimum of Europeans 

Lastly, if England thinks that a certain number of the European 
officers and a certain strength of the European Army mual always be 
maintained in India, she must be prepared to pay a fair share of the 
cost thrown on India for tiie purpose, the maintenancb of British 
Supremacy in India being a matter affecting the most vital interests 
of England. 



OI^AL EVIDENCE 

Monday, April ISth and Tuesday, April iSth, 1897 

( Chairman, ) Tiie Commission is vary glad to have this opportu- 
nity of obtaining your opinion on questions connected with the 
administration of the Government in India, Would you tell us the 
subjects to which you have devoted your attention, and the employ- 
ment which you have held in India ?— I am honorary secretary o( the 
Deccan Sabha, an Association established in Poona for promoting 
under British rule the political interests of the Indian people. For 
seven years I was honorary secretary of the Poona Sarvajanik Sabha, 
another political association in Poona of a similar character, and 
honorary editor of its quartarly journal, a magazine dealing princi- 
pally with questions of Indian finance and Indian administration. I 
am, besides, a member of the Council of the Bombay Presidency 
Association, on whose behalf my friend Mr. Wacha has given evidence 
before this Commission. For four years I was one of the secretaries 
of the Bombay Provincial Conference. I was also a secretary of the 
11th Indian National Congress that met in Poona in 1895. I was for 
four years one of the editors of the Sudharak or Reformer, an Anglo- 
Marathi weekly of Poona. Lastly, 1 belong to a body of men in Poona 
who have pledged 20 years of their life to the \^prk of education, and 
am Professor of History and Political Economy in Feigdsson College. 

How would you like to divide your evidence ?— In accordance 
with the plan adopted by the Commission, I will divide my evidence 
into three portions, the Machinery of Control, the Progress of Expendi- 
ture, and the Apportionment of charges between England and India. 

Then, we will take, first of all, the machinery of control, and 
perhaps you would give us your views upon that subject 7 The 
question of the machinery of constitutional control is, in my opinion, 
a question of the highest importance. I may state at the outset that 
the position of India, so far as the administration and management of 
her expenditure is concerned, is somewhat exceptional. In the United 
Kingdom and the Colonies, public expenditure is administered under 
the control of tbo tax-payers, and, therefore, presumably solely in the 
interests of the tax'payers. In India, however, other interests are 
often deemed to be quite of equal importance, and sometimes Indeed 
they are allowed to take precedence of the interests of the Indian 
people. Thus we have, first of all, the standing claims of the interests 
of British supremacy, entailing a vast amount of expenditure, the 
benefit of which goes to others than the tax-payers of the country. 
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The large European Army maintained on a war footing in times of 
peace, the practical monopoly of nearly all the higher offices in the 
Civil Services by Europeans, and the entire moncq^oly of such offices 
in the Native Army illustrate what I mean. I do not deny that this 
supremacy in itself has been a great advantage to India, but what I 
mean is that the price that is. exacted for this advantage is beyond all 
proportion too high. We next have the interests of the extension of 
British dominion in the East. Large sums have been from time to 
• time spent in the past for this purpose out of the Indian Exchequer- 
in many instances in spite of the protests of the Indian Government— 
and if things continue as at present^ this misapplication of India’s 
money is not likely to stop. All expenditure incurred in connexion 
with the Afghan and Burmese wars, the extension of the Northern and 
North'Western frontiers, and the utilisation of Indian troops for Impe- 
rial purposes is expenditure of this description. Then there are the 
interests of the European Civil and Military Services in India. The 
extravagant privileges conceded to Staff Corps officers in 1866 have, it is 
now admitted on all hands, imposed, and improperly imposed, a heavy 
charge on the Indian revenues. The reorganisation of the Public 
Works Department in 188^ may be cited as another illustration. The 
Finance Committee of 1886, appointed by Lord Dufferin’s Government, 
consisting of men like^ir Cliarles Elliott, late LientenantrGovernor of 
Bengal, Mr. !juUice Cunningham, Sir W. W. Hunter, Mr. ( now Sir 
James ) Westland, Mr. Justice Ranade, and others thus expressed 
themselves on this subject : 

The reorganiBBtlon of the ( Publio Works ) Department was undertaken In 
eonaeqnenoe of an agitation on the part of the European Oiril Engineers employed 
in it,wbiohwa8 eonduotedin a manner likely in our opinion to have a bad 
effeet on disoipline and therefore deserving of the di sapproval of Government. 
It seems to us to have violated the orders of Government on the subjeet of 
oombinations by its servants. Snob an agitation wonid not have been permitted 
in any other department and should not again be allowed. The objeot of the 
reorganisation was to improve the position of the ofBoers of the department 
generally, and in particular to remove the blook of promotion, wbioh had arisen 
from the ezoessive number of reornits obtained from Cooper’s Hill College In the 
earlier years of that institution. During the oontinuanoe of the disonssion, which 
we have summarised, great attention was given to the grievanoss of the offloers 
of the department, but a careful eonsideration of the whole subjeot leads us to 
doubt whether the measures sanctioned were altcvether suitable, either in kind 
or In respeot of the classes to which they were applied. They mostly consisted 
of inoremants of pay to the Executives of the third and fourth grade, and to the 
Assistant Engineers of the first and second grades, none of whieh olasses of 
offioets were at the time, so far as we understand the ease, in particular need 
of speolal assistanoe^ and of the grant of greatly improved pensions to all officers 
of both olasses, and they were made perpetual in their appUoation. 
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The concession made in 1890 to uncovenanted civil servants, 
whose pensions were fixed in rupees, that these pensions would be 
converted into sterling at the rate of Is. 9d to the rupee, and tihe grant 
of exchange compensation allowance to all non-domiciled European 
and Eurasian employees of Government indiscriminately are more 
recent instances. Lastly, the interests of British oommerce and of 
British commercial and moneyed classes often prevail over the inte- 
rests of the Indian tax-payers. I might have mentioned the abolition 
of impcfft duties during the administrations of Lord Lytton and Lord 
Bipon, as also the tariff legislation of last year as instances. But 
they do not come under expenditure and may therefore possibly be 
regarded as irrelevant. But the wasteful nature of many railway 
contracts, the extraordinary help given to the Orissa Company, the 
Madras Irrigation Company, and such other bodies of English inves* 
tors, the vigour with which the construction of railways is being 
pushed on, programme following programme almost in breathless 
succession, in spite of the protest of the Finance Member that the 
finances of the country now needed a respite in that direction, the 
conquest and annexation of Burmah, practically at the bidding of a 
powerful English trading company— these are instances which are not 
open to the same objection. This frequent „ subordination of the inte- 
rests of the Indian tax-payers to these other interests makes it all the 
more imperative that the machinery of constitutional control should 
provide adequate safeguards for a just and economical administration 
of the Indian expenditure, and yet, 1 fear, nowhere are the safeguards 
more illusory than in our case. 

You say there that other interests are often allowed to take prece- 
dence of the interests of the Indian people. May it not be said, on the 
other side, that the measures which you name are not taken in the 
interest of a class, but that they are undertaken in the interest of good 
government in India ? — It all depends on what is meant by good 
government; our view is that these concessions are more in the 
interests of particular classes than of the Indian people. 

I want to bring before you what would be the oounter^statement, 
namely, that the Indian Government, which is responsible for good 
government in India, has considered a number of these measures to be 
necessary for good government in India, and therefore this per contra 
argument should be borne in mind, should it not ?— Oh, 1 know that 
but it may also bo remembered that responsible officers of Government 
itself after a time condemn many of the steps taken previously ; for 
instance, the members of the Finance Committee condemned what the 
Government had done only five or six years before ; the Government 
themselves have admitted that in the, matter of the Staff Goips officers 
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they made a great mistake. Then there is another thing also that no 
one expects the Government to openly acknowledge, namely, that these 
measures are intended in the interests of the services ; nobody ever 
could expect that. Of course, whenever they are adopted, they, are 
adopted ostensibly in the interests of good government; but the In^an 
people cannot help feeling that they are really adcq[>ted in the interests 
of certain classes. I am putting forward, of course, the view of the 
Indian people ; I know that there is that view on the other side, which 
Government puts forward occasionally. 

( Sir Andrew Scdble^ ) You do not profess to speak on behalf of 
the whole of the Indian people, do you ? — Well, I profess to speak on 
behalf of the Deccan Sabha In the first instance ; but judging from 
resolutions of the Congress, and the petitions which several othor poli- 
tical bodies have from time to time addressed to the Government on the 
subject, I claim the views of the Congress party are the same. 

( Chairman ) You speak of the large expenditure which has been 
laid out in the interests of the extension of British Dominion in the 
East. On the other side, would not the Indian Government say that, 
according to the best of their knowledge and experience, that expendi- 
ture was necessary for the maintenance of peace and good govern- 
ment in India? — Yes; bdt in several cases the expenditure was 
forced upon India in spite of the protests of the Indian Gk>vernment. 
The Afghan. War of 1879, for instance, wfus ordered practically by 
Lord Beaoonsfield from home. Lord Northbrook resigned previously 
rather than send a Consul to Cabul. In the same manner the first 
Afghan War was forced by the Board of Control on the Indian 
Government against the wishes of the Indian Government. ' 

The point I wish to bring to your attention is this, namely, that 
in stating what you consider to be the opinion of the Indian people 
you state quite fairly one side of the question. On the other sfde, we 
ought to bear in mind that the Government which was responsible did 
think those measures were necessary in the interests of good govern- 
ment ? — Of course, I do not dispute that. 

And, therefore, there is something to be said upon the other 
side ; without holding that that is a complete answer, 1 bring before 
yeu the fact that there are two sides to the question ?— Yes. 

1 think you notice in one or two passages of your statement, a 
number of what appear to you to be errors on the part of the Indian 

1. Andrew Riohnrd SeobUt Advocate-Generid, Bombay ; membar, Bombay 
LegWativeComicU (1872-77); Legal Member, Viceroy's execntive eoaocil (1886-91); 
member, Honse o( Commons ( 1892-1900 ), 

0,-65 
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QoTemmAit. You speak of the wasteful nature of railway oontraote ; 
the extEraordtnary help given to certain irrigation companies, the grants 
made by tray of compensation allowance, and so forth. Well, X beUeve 
in each 0$ those cases the Indian Government have arguments which 
it would oppose to your view that these were all oases of wasteful 
expenditure; but even granting for the moment that they were so, is 
it not the case that all Gh>vernments make mistakes ; and supposing 
that India was entirely free from British domination, do you not think 
that they would be liable to and would commit mistakes of the same 
kind f^-I do not question the motive of the Indian Gk>vernment ; I do 
not even say that no other Government ever commits mistakes in that 
way. All I say is that, if there had been better control, those mistakes 
would have been possibly minimised, if not absolutely avoided ; my 
point is that. 

Then, next, would you give us your views on the machinery as it 
exists at present ? — The spending authorities in the matter of Indian 
expenditure are the Provincial Governments, the Government of India 
and the Secretary of State in Council ( to which we must also add 
the Secretary of State in the Secret Department ). 

Would you explain what you mean by the Secretary of State in 
the Secret Department ? — The Secretary of &tate in the Secret Depart- 
ment might send out orders to the Government of India without the 
knowledge of his Council, and these orders tnight ultimate^ entail 
very large expenditure ; therefore, practically, he orders that expendi- 
ture, and I look upon him in that sense as a spending person. 

(Sir Donald Stewari^) Can you give any examples of that ?— Yes; 
this Afghan war, fer instance; the orders in connexion with the Afghan 
war were sent direct by the Secretary of State to the Government of 
Indian 

Any more recent ones ? — I believe that it is relevant, but I am 
not quite sure, because the point is not in connexion with expenditure 
— but I believe tariff legislation and things of that kind have been 
ordered from here. 

But you refer to expenditure ? Yes, I refer to expenditure. Well, 
it is so difficult to say, because the proceedings of Ihe Council are not 
available to us; but, as we know from the constitution of the Council 

1. Donald Martin Stewart, (1824-1900), entered the East India Company's 
army (1840) ; served tbronghout the Mutiny (1857) : commanded a brigade in the 
Abyssinian expedition ( 1867-68); Chief Commissioner, Andaman Islands (1871-73); 
Military Member, Viceroy’s executive council (1880-81); Commander-In-Chief in 
India (1881-85); member, India Councii (1885-1900), 
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tbftt ihe Sdoretarjr of State can send out orders, 1 am pointing out a 
defect in the oonstltutioa 

When you speak of the Afghan war are you referring to the 
1879 Afghan war ?— The 1879 Afghan war ; the first Afghan war was 
also ordered by the Board of Control, as far as I understand. 

(Sir Anireu) Scoble) When you speak of the Secretary of State 
in the Secret Department, do you mean to assert that there is any 
Secret D^artment in the India Office, or that the Secretary of State, 
when acts in the way that you describe, is acting as the mouth- 
piece and organ of the British Government ?— -Yes, that is what I 
mean, without the knowledge and sanction of his Council. 

And of the British Government ?— Of course with the knowle^e 
of the British Government, but without the knowledge of the CounciL 

( Sir Donald Stewart ) But that is not quite correct ?— I am opeii 
to correction ; but this is the opinion that I have formed after read- 
ing what literature has been available to me on the subject, 

( Mr. Courtney^ ) Is it without the knowledge of the Council, or 
without the assent and concurrence of the Council ?— Without even 
the knowledge of the Council he can send orders ; if .he marks a 
despatch as confidential or secret, the Council cannot see it. 

( Sir James Peile ), Can he send it without the knowledge of any 
of the Council ?-i-It is so difficult to say ; ho may, if he likes, show it 
to some. 

You do not know ? — I do not know. 

You should not be so positive then ?— I believe the Council means 
the whole Council; and if only one or two members see it that is not 
the Council seeing the thing. 

(Mr. Nawoji) That is at the discretion of the Secretary of 
State ?— The Secretary of State. 

( Chairman ) But do you found your opinion of this power which 
you attribute to the Secretary of State upon any clause or section in 
the Act of Parliament regulating the Government of India?— Yes; 
this power that the Act gives to the Secretary of State to mark a 

l. Leonard Henry Courtney, first Uaroa Courtney, of Eenwith, (IS32-191S) ; 
professor of political economy. University College, London (1872-75); entered Parlia- 
ment (1875); under-secretary for Home Affairs (1880) ; secretary to the Treasury 
(iSS2): an opponent of the ‘forward* policy in Egypt, the Sudan and South 
■' of ‘ The Working Constitution of the United Kingdom ‘ (1901) and 

'The-Diary of a Churchgoer ' (1904). 
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despatch as confidential, and then send it on without the knowledge or 
cognisance of the Council, that is what I have in view. 

And that, you say, is actually contained in the Act itself, is it?— 
Well, that is my impression. 

( Sir Dimald Stewart ) As 1 gather from the witness, he is referring 
to orders that may be issued in the Secret Department, which cause 
expenditure. 

( Chairman ) That I understand? — Orders, which ultimately may 
lead to expenditure, not immediately. 

(Sir Andrew Sccble) Either directly or indirectly ? — It may only 
be a course of policy or a course of conduct which immediately may 
not involve expenditure, but in the long run it may make expenditure 
inevitable. 

Can you give any instances of what is in your mind when you 
say that, because if there were an order to take military proceedii^, 
which is one case that you have mentioned, that would involve imme- 
diate expenditure, would it not ? — It is so difficult for us to say defini- 
tely, because we do not see the proceedings of the Council; but 1 have 
such a case as this in mind, for instance, thp Secretary of State wishes 
that the British Government should send an embassy to some place out- 
side the limits of British India; well, if he mart^ that despatch as con- 
fidential, it need not come before the Council and the Council need not 
see it. However, the sending of this embassy may ultimately bring 
the country into difficulties that might lead to war. 

Have you in your mind any concrete case of the kind ? — Well, 
I think the consul that was sent to Cabul in 1879 by the Government 
of India; that was in consequence of instructions which Lord Lytton 
received direct from the Secretary of State. 

That is your impression ? — Yes, that is my impression. 

(Sir Donald Stewart) But in that case any expenditure that was 
involved in sending the embassy must absolutely come before the 
Secretary of State in Council, and be discussed in Council ?— I thought 
that the mere sending of the embassy, if the despatch was marked 
confidential— 

1 gathered your argument referred to a question of expenditure ? 
Yes; but it is not direct expenditure. ' 

And all expenditure has to be discussed in Council ? — What I 
mean is that, if it directly involved expenditure, it would come before 
the Council, but, if it only ultimately may involve expenditure, it 
would not o(nne before the Council neqessarily. 
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No expenditure whatever can be sanctioned by the Secretary of 
State without the concurrence of* his Cknincil f — Yes, I know that ; 
but he might order a line of policy which immediately may not involve 
any expenditure, but which ultimately may necessitate expenditure. It 
then becomes merely a question of policy. 

{Chairman) Perhaps you would go on; you were dealing with the 
controlling authorities, I think ? — The controlling authorities at pre- 
sent are : the (Government of India controlling the Provincial Govern- 
ments, the Secretary of State in Gouncil controlling the (Government 
of India (<he Ciounoil sometimes tries to control the Secretary of State, 
but it is now much more dependent 6n him than it was once), and 
Parliament in theeny controlling all Now, in the first place, all this 
is purely official control, unless indeed, by a stretch of words, we 
regard the theoretical control of Parliament as to some extent popular. 
Beal popular control, in the sense of control by the taxpayers, is, 
practically speaking, entirely absent from the whole system. There 
are, no doubt, the Provincial and Supreme Legislative Councils in 
India. But, so long as the budgets are offered for criticism only and 
have not got to be passed, and so long as the members are not allowed 
to move any resolution in connection with them, they cannot be called 
controlling bodies in any proper sense of the expression. 

Would you not al]pw that the free power of criticism is a real 
exercise of the tx)wer, I will not say exactly of control, but of check ? — 
To some extent it may be a check, but it is not control ; that is what 
I am saying. Of course, I admit that there is value, a great deal of 
value, in these discussions. Secondly, I venture to think that even 
the official control, such as we have it, is, except in the case of Provin- 
cial (Governments, of very little value from the taxpayers’ point of 
view. The Provincial (Governments are indeed controlled, and more 
than controlled, officially — they are, in fact, crippledt But as regards 
the (Government of India and the Secretary of State in Oouncll where 
they are in agreement, their powers of incurring increased expendi- 
ture are almost unlimited ; and unfortunately they are generally found 
to be in accord in matters in which the Indian taxpayer feels a direct 
interest, their differences being usually about matters for which he 
cares little or nothing. 

Would you explain what you mean by “matters for which he 
( the Indian taxpayer ) cares little ** ? — Well, I might take the case of 
the increase of the army. Now that was a question in which the 
taxpayer felt a direct interest. The (Government of India 
pr(^ed, and the Secretary of State sanctioned, the increase by tele- 
graph. I do not mean here to question anything they do ; all that 1 
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KT&nt to do is to point out that in matters wbioh involve large expen- 
dHune they are generally found to be in accord. 

But then you say that their differences are in matters for which 
the Indlasi taxpayers care little ?— Yes. They may differ as to-whether 
there should be so many officers in a particular ref^iment or not. They 
sometimes differ from one another in such matters, but we do not feel 
much interest in their differences. If they differed, that would .be a 
safeguard, because then the Secretary of State would act as an appel- 
late body. 

I think you have mentioned, have you not, that, on one or two 
occasions, on important questions«there has been a difference between 
the Secretary of State and the Viceroy ?— Yes ; and to that extent, that 
was very valuable ; but 1 wish that they differed oftener than that. 

Still your statement is put very broadly ; would you not make 
6(nue qualification ? — I have been careful, 1 think, my Lord. I have 
said, I think, “ their differences being usually about matters on rare 
occasions they do differ — but usually " about matters about which we 
did not care much ". Lastly, section 55 of the Government of India 
Act of 1858 is supposed to give protection to Indian revenues against 
their application to extra-Indian purposes; tfiit it is now well-known 
how t^t section has failed to attain its object in practice. I will 
explain that later on. * ^ , 

Will you tell us what you consider to be the result ?— The results 
of this state of things have been very unfortunate. Under the EMt 
India Company our revenues were certainly much better protected. 
The Company’s government was, so to speak, a strong buffer between 
Indian interests and Imperial interests ; and as Sir Charles Trevelyan 
has observed, it was often able to offer a successful resistance to the 
demaiids of the Queen’s Government. 

Would you explain a little more what you mean by the revenue 
under the East India Company being better protected; in what sense 
do you mean that?— Against the demands of the Imperial Government, 
the Government here at home. Sir Chasrles Trevelyan has given that 
in detail'before the Fawcett Committee*, and he says that it often 
happened that extra charges were attempted to be put upon India, and 
the r^resentatives of the Company fought with the representatives on 

1. The reference is to the Select Committee of the House of Commons appoint- 
ed *' to enquire into the Finance and Financial Administration of India ** (1671-73). 
It was as a result of the exertions of Mr. Fawcett that the then British Government 
appointed the Committee and included Mr, Fawoott as a member In it, (see alfQ 
Iqptiiote pn p. 90 
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the othMT side, and generally they oanied &eir potet. I have takslii 
the statement from Sir Oharles Trevelyan’s evidenoe. 

And do you think that in the financial administration of India 
itself the East India Company was more economical than the Quem’s 
Government ?— I think so. I think they were much more economical. 
It might be mentioned that so far as possible they avoided extra 
taxation; tliat was a obaraoteristio feature of pre*Mutiny finance; as 
far as possible, they avoided additional taxation. 

But thme was a good deal of extra taxation put on under tbs East 
India Company, was there not ?— ^ot much. If the whole peidod 
of their rule were examined, it would be found that th<^ 
generally adhered to the taxes that were already in existence ; and 
that it is since 1857 that so many more taxes have been imposed 
the country. This point, also, is brought out very well by Sir Charles 
Trevelyan in that evidenoe. 

Will you proceed ?— The inquiry which Parliament used to make 
into Indian affairs every twenty years in those days, and the spirit of 
jealous wakefulness which it used to exhibit on those and other 
occasions, were a furthei; protection to Indian interests. With the 
establishment of the direct administration of the Crown all this has 
gone, and the adminis^ation of the Indian revenues is now practically 
entrusted to* a* Cabinet Minister, assisted by a Council of his own 
nomination, a Minister who brings no special knowledge or experience 
of Indian affairs to the discharge of his duties, who, as a member of the 
Imperial Executive, naturally has an eye to Imperial politics rather 
than to Indian interests, and who is peculiarly liable to be swayed by 
the varying currents of English public opinion and other English 
influences. All financial power in regard to expenditure— executive, 
directive, and controlling— is centred in his han^ ; and with all these 
vast concentrated powers he luts really no responsibility except to the 
Cabinet, of which he is a member and of whose support he is always 
assured, and to Parliament where he has a safe majority behind him in 
virtue of his position as a Cabinet Minister. The position virtually 
amounts to this, that it is the administratiCn of the finances of one 
country by the Executive Government of another, under no sense of 
responsibility to those whose finances are so administered. 

You say that all financial power in regard to expenditure is 
centred in his hands; are not the Council a check upon hhn in 
matters of expenditure ?— Well, they are supposed to be a check; but 
1 must say ihat we are not impressed by the way in which tbcdi check 
is exercised. Recently, for instance, there was an example in oonne* 
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xion with these Suakin^ charges* Two memberSi Sir James Felle and 
Sir Donald Stewart, protested ; and the whole of India in fact was 
of the same opinion ; the Government of India itself was of that opinion ; 
and yet tiie Secretary of State was able to carry his point, so that 
practicsJly he is supreme ; the position comes to that 

But though there was a protest made by two members of the 
Council, I gather from your statement that the remainder of the 
Council supported the Secretary of State ?— That must have been so, 
1 believe; that is also the inference I would draw. 

And, therefore, that proves nothing to the effect that the Secretary 
of State has autocratic power in the matter ? — Except this, that the 
members do not care to differ from him— perhaps I ought not to use 
that expression— but they generally are disposed to agree with him 
— the majority of the members. Well, that does not amount to an 
effective check. 

Have you any reason for saying that the members generally 
agree with him ? — That is what has been said by many men. Sir 
Charles Trevelyan notably said that he was hopeless of the Indian 
Council; "hopeless” was the expression that he used with all his know- 
ledge. I mean to cast no reflection on any of its working, but that Is 
the feeling in India. If the other members liad taken the view that 
was taken by these two members, that would have been a good check. 

But, of course, the other members of the Oouncil m^y have been 
conscientiously of opinion that the step was the right one ? I quite 
admit that ; I do not mean to say that they must have done it against 
their conscience; but we deplored their vote all the same. 

For years past we have been treated as a vassal dependency , 
bound to render services to the suzerain power and to place our resour- 
ces, whenever required, at its disposal. As a result, millions upon 
millions have been spent on objects which have not advanced the wel- 
fare of the Indian people so much as by an inch — even the empty 
sense of glory, which is a kind of barren compensation to self-governing 
nations for such large expenditure of money, is not available to us as 
a consolation. And not only have these vast sums been thrown away 
in the past— thrown away, of course, from the Indian taxpayers^ point 
of view— but, as a direct result of that expenditure, the country is now 
pledged to indefinite, and possibly vaster, liabilities in the future. And 
all this has gone on, while the expenditure on objects which alone can 
secure the true welfare and pro^rity of the people, has been woefully 
neglected. 

1. A Sudanese port on the Red Sea. In 1896, in the course of Kitchener*s 
campaign in the Sudan, the Indian Government was asked to send a brigade of the 
Indian Army to Snakin, and the request was complied with. 
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You say that as a result miUlona and millions have been spent on 
objects which have not advanced the welfare of the Indian people so 
much as by an inch. Could you tell us what you have in your mind 
when you say that ? — have in mind the past expenditure that has 
been incurred on the Northern and North-Western frontier in ooime- 
xion with the frontier Imperial policy. When I say that that expen- 
diture has not advanced our welfare by an inch, I mean that in matters 
of education, in mattors of domestic improvement, we are where we 
were, whereas this expenditure has been going on increasing. 

Would you apply that criticism to all defensive expenditure— that 
it is thrown away ?— It would involve a discussion of a question of 
policy, but my own view is, that the Qovenunent ought to have 
confined themselves to the natural defences that they had, and not 
have gone beyond the frontiers and incurred all this expenditure. > 
That is quite a legitimate opinion of your own, but it is only your 
own opinion 7— Of course, I can state only my own ppinioa 

And, I think, when you and I are speaking across the table, we 
are neither of us military authorities, are we 7 — I admit that But it 
is not our fault, I mean the fault of Indians like myself, that we do 
not see the military point of view just as the military people would 
like us to understand it /we are non-official critics, and all the 
information that is available to us we utilise. 

But we musji bear in mind, must we not, that, while the criticism 
is what I may call lay criticism, though it may be perfectly legitimate 
criticism, on the other hand, a different opinion has been taken by the 
military authorities, who are experts in the matter; and it would be a 
very grave responsibility for the Government to take, would it not, to 
neglect the warning of their expert advisers in military matters 7— Oh, 
I quite admit that; but there are even military experts who take the 
same view as we do. Colonel Hanna*, for instance, has recently* writ- 
ten three books, and in them he has said that the Government has 
a great mistake in going beyond the frontier. 

(Mr. Citing) All that the witness said to you just now he would 
also mean to convey to the Commission, as the deliberate and unanim- 

1. Cot. H. B, Haima, served in the Punjab Frontier Force; Commanding 
Officer at Delhi: author of ‘The Second Afghan War’ (1899), ‘India's Scientific 
Frontier*. ' Backwards or Forwards ‘ Lord Roberts in War ' etc. 

a, WMiam Sprotton Caine, { 1842-1903 ), well-known friend of India an d 
temperance reformer ; entered Parliament (1880) ; Civil Lord of the Admiralty (1884' ; 
attended the Indian National Congress as a delegate (1890); contributed to the Pal^ 
Mall Oaaette a series of letters under the caption ‘ Young India which ably advo. 
cated large measure of self-government ; author of ‘ Local Option ’ (1883), ‘Pictures, 
que India ' (1891), etc. 
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008 dpiniaiQ erf all the Asaociations which be says he rejpreseiilfi here. 
Would not thaA be bo ?*^That is so. 

Th^e would be no difference of opinion on questions of front ier 
policy as expressed by you No difference of opinion amongst 
Indians, the Indian political Associations. 

(Siir William Wedderburn}) And it is because Indian public opinion 
regards these expeditions as aggpressive rather than as defensive that 
they object to them so strenuously ?— That is so. 

{Mr, Courtmy ) Has any voice been raised by the Indian members 
of the Legislative Oouncil against them ? — Well, they protest occa- 
sionally. The non-official members of the Viceregal Council protest 
against charges; but there is no vote, no division, and it comes to 
nothing. 

(Sir Andrew Scohle ) Do you remember any occasion of their enter- 
ing such a protest ? — Oh, yes, I remember that two yeaors back the 
Honourable Mr. Mehta^ of the Bombay Presidency protested very 
strenuously against these military expenditures. 

Which expenditure ? — The frontier military expenditure ~ 
Ohitral, I think. 

The Chitral expedition ?— • Against such expeditions as that; we 
say they were not necessary ; they say they ,were necessary — and 
there is an end of the matter. ' ‘ 

Than the protest, made two years ago, was made after the expedi- 
tion was over, and the expenditure had been incurred, was it not ? 
— When I mention Chitral, l.mean expeditions like Chitral; the ex* 
pedlticms have been going on latterly rather too fast, and I do not remem- 
ber just now whether it was against Chitral or some other expedition 
that Mr. Mehta protested. 

Surely, if you speak on behalf of these political Associations, and 
protests were made on their behalf in the Legislative Council, you oan 
tell us what the precise expedition was, and what was the precise 

Wedderbum, Bart. (1838-1918) ; entered Indian Civil Service 
(1860) ; aerved m the Bombay ftoMdency, first as Asristaat Collector, then as 
Di^ict Judge at Ratnagiri, Ahmednagar and Poona; and as Judicial Comods^ner 
n iQ ^ Ju ge, Bombay High Court (1885) ; membori Bombay axocutive couAcil 
for a short time ; retired from the i.e.s. (1887) ; M. P. (1893-1900) ; one of the founders 

of the High School tor Indian Girls, Poona, and of the Alexandra School for Girls 

Bombay ; chairman, Governing Body. Deccan Edneation Society. Poona ; helped 
ifl starting the Congress organ India ; president, Indian National Congress ( 1889 
and 1910). 

2. see foot-note on p, 425, 
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protsst. oan you not ? — I should like to refer to the discussion before 
giving an answer to that. 

( Mr. Naoroji ) Were there any independent, non-c^oial, partially 
elected, members at the time of the Afghan War; that is raster a lat« 
arrangement 7*^ Yes, that is rather a later arrangement. 

And at that time there were none ?-»No, there were none. 

They were all nominated at that time Yes. 

( Chairman ) What defects do you consider to exist in the 
present arrangements ?— The principal defects in the existing arrange 
ments to which, in my humble opinion, these deplorable results are to 
be traced, are two: (1) autocratic financial power praotioally conoen* 
trated in the hands of a member of the Lnperial Executive without 
adequate securities for its due exercise; and (2) the absence d effective 
protection to India against financial injustice at the hands of the 
Imperial Government, there being no impartial tribunal left to appeal 
to for redress of such wrong, and no constitutional power to r^t 
unjust demands. 

Now, passing to the Council of the Secretary of State, are there 
any observations you have to offer to us ? — When the Govermnent of 
India was transferred frofn the Company to the Crown, the Secretary 
of State's Council was intended to be a check on him, and 
guarantees werf provided for securing the independence of members. 
But these guarantees have, nearly all of them, been swept away by 
the amending Acts of 1868 and 1876. Under the arrangements of 1858 
the members of the Council were to hold their office during good 
behaviour, and were not removable except on an address of both 
Houses of Parliament They were thus placed in a position of dignified 
independence to exercise the important powers of control entrusted to 
them under the Act The Act of 1869, however, profoundly modified 
this position of the Council It provided that all appointments to the 
Oounoil were thereafter to be made by the Secretary of State. The 
members were to hold office for ten years only, and fmr special reasons, 
to be communicated by the Secretary of State to Parliament, they mi^t 
be re{g)pointed. These modifications at once lowered the position of 
the members, destroyed the independence of the Council, and virtual^ 
left the Secretary of State supreme in the direction of affairs. The 
Council was, in fact, reduced to the status of a submdinate consultative 
Bocud to be composed of the nominees of the Secretary of State, 
stripped of its original dignity and independence, and left unfitted for 
the proper discharge of its high constitutional functions. The Act of 
1876 empowered the Secretary of Stats to appoint three of the members 
for life, thus throwing additional power into his hands. The manner 



524 


WILBY COMMISSION 


in which Ihe Council isf recruited is also open to the gravest objection. 
Nearly all the members are persons who have held high executive 
office in India, They cannot, as a rule, be unbiassed judges of the 
actions of their successors, for the simple reason that in their own 
time they had in all probability behaved in the same way. There are 
no representatives of independent Indian public opinion on the Coun* 
oil. Moreover, the machinery of the Secret Department enables the 
Secretary of State to order a course of action which may practi- 
cally render large expenditure inevitable, without the knowle^e of 
his Council 

You are criticising the Act of 1869, and you point out that it 
provided that all appointments to the Council should thereafter be 
made by the Secretary of State ? — Yes. 

By whom would you like the appointments to be made ? — Well , 
I do not object to the Secretary of State making the appointments as 
the Council is now constituted ; but the manner in which the Council 
is recruited is regarded as objectionable for this reason, ^ihat the class 
of men that are selected for it are generally persons who have occu- 
pied high executive positions in India. 

We will come to that, if you please,, afterwards. Just at the 
present moment I want to get your view as to the method in which 
the Council should be recruited. Your words would rather imply a 
oriticiam upon selection by the Secretary of S&te, and '1 wanted to 
gather how you yourself would prefer to see the nominations to the 
Council made ?— I would wish it made by the Crown. 

By the Crown ; it would still be by the Secretary of State ? — It 
may come to that ultimately ; but there is a greater dignity felt, when 
the {^ointment is made by the Grown. 

There may be a dignity in it being stated that the Crown makes 
the appointment ; but the Crown can only act upon the advice of the 
Secretary of State, and, therefore, the result is the same, whether the 
appointment is made by the Crown or by the Secretary of State directly. 
I want to gather from you whether you acquiesce in the Secretary of 
State as the person who is to choose the members, or whether you had 
inyourmindany other method of appointment?— No; my point was 
thte, that men who are presumably to control the Secretary of State 
ediould occupy a certain position in regard to their appointment ; also 
I consider that there is greater dignity in the appointments if made by 
the Crown than by the Secretary of State. 

( Chairman ) That is quite intelligible. 

(Sifr Dmld 8l«wa>l) Bpt they' are by Wie Qrowh WW, 
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( Chairman ) Are they ? — No, by the Secretary of State. 

Then that confines your criticism really to this, that you would 
like the appointment of these councillors to be made by the Crown as 
adding weight and status to their position ? — Yea 

But, further than that, you do not contemplate any other method 
of appointment than by the Secretary of State; in either case the 
Secretary of State would be the virtual ai)point6r ?— I admit that. 

( Mr. Mowbray ) Or would you mean the Prime Minister by “the 
Grown”? — If that could be secured, that would be better ; I think if 
the Prime Minister could appoint— if the Crown could appoint on the 
recommendation of the Prime Minister — that would be better. 

Had you that in your mind when you said “the Crown ? ” — 1 was 
not quite clear that the appointments by the Crown were really at the 
instance of the Secretary of State; I had thought it was at the instance 
of the Prime Minister, but I took it from the Chairman that they are 
at the instance of the Secretary of State. 

( Sir Andrew Scdble ) I understood you to suggest that the 
alteration of the appointments from “ during good behaviour " to a 
limited period of 10 years was a great objection, in your mind, to the 
fostering of that spirit of independence, which you would like to see in 
the Council of the Secretary of State ? — Yes, that is so. 

, • 

( Chairmart) You speak.as if the Act of 1869 modified the previous 
practice. Before 1869 do you consider that the members of the Council 
were nominated in a different manner ? — ^Yes, they were differently 
appointed. To begin with, out of 15 members eight were appointed 
by the Crown and seven were appointed by the Court of Directors. 

( Sir Donald Stewart ) Would you read that ? ( Handing copy 
of Act to witness . )— This is the Act of 1858, but I am speaking of the 
Act of 1869. 

The same form in practice still exists? — Under the first Act the 
appointments were to rest with the Crown, but the Act of 1869 provided 
that they were to be by the Secretary of Stata I think Sir James Peile 
supports me in that, that the present appointments are by the Secretary 
of State. 

( Chairman ) But, going back to what I was saying before, was 
not the old practioe applicable to nominations to be neroised once 
only ? The Act, 1 presume, contemplated that all new nominations 
would 'be made as they arS made now?— The vacancies among those 
seven members were to be filled by a sort of coaptation, while all 
vacancies in the eight members to be filled by the Crown. 
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And therefore you look upon it that at the beginning, under the 
original Act, the idea was that a certain number of the membera for 
all time would be oo<q;>ted ?— Yes ; after the first non^nation they 
would be coopted. 

I^Knlld you maintain that the Act of 1869 was a definite change in 
that respect, inasmuch as it vested the whole of the nominatfons in the 
Secretary of State? -> Yes, that is what I mean. 

( Mr. Courtney ) And do you think that that change in itself 
was one for the worse? — In this way, that the controlling body 
became more dependent upon the Secretary of State, and lost some 
part of its first dignity. * 

It would be no more dependent, when once appointed. A member 
of Council was as independent of the Secretary of State, after appoint- 
ment, after 1869 as before ? — The Secretary of State has also got the 
power of re-appointing after ten years, which was not possible 
before. 

Because formerly a member of Council was ai^nted for life ? — 

Yes. 

Do you think that it was desirable that the original appointments 
for life should have been maintained ? — My own opinion about the 
I ndia Council is that after all it would be an advantage to have 
short term appointments only ; but we are talking at present from the 
point of view of control, and, so far as that goes, the change was for 
the worse, because the body became less independent. 

You think a member of the Council, looking to the chance of 
having his tenure prolonged, is more dependent on the Secretary of 
t _ Well, 1 would not put it quite so strongly as that ; but it 
makes a change. 

In what other respect is there dependence ? — If there is no 
suggestion of dependence in that, why have they made the English 
judges ind^ndent ? They all feel that appointment for life secures 
better independence. 

But, suigKxung with respect to English judges the law were alter- 
ed so as to require them to retire at 70, which many people tiiink 
would be desirable, would that affect the independence of the English 
judges ? — That would not; but if any jud^e could be reian>cdnted 
after he was due to retire, well, that would to some extent have a 
tendency to affect Ills independence. 





( Air Andrm Scoble ) Hava you evw heard ft eaggeeted tiiot !9ie 
pniepeot of a judge getting transferred to the Ooort of Ap^a^d^orto 
the Boose of l/ords, is considered by some people in England nxkn to 
dfaninlsh his independenee ? — Well, I have read of that, but I am not 
quailed to express an opinion. 

Tou have heard that that argument has been used f — Yes, but I 
am not qualified to express an opinion upon it 

( Qiairman ) Then 1 do not tedce it that you condemn the prin- 
ciple of only appointing f<» a period of years in itself ? — That has 
become inevitable now, I think ; in any subsequent changes that 
might be made 1 think that has beftome inevitable. I would even go 
so far as to reduce the period from ten to five years, because circum- 
stances are changing so fast in India now that even ten years is too 
long a period. 

( Mr. Courtney ) From ten to five years without possibility of 
prolongation ? — Without possibility of prolongation. 

( Chairman ) Can you tell us whether the members of the OounoU 
have often been re-appointed for ten years ? — I believe recently there 
was an example, th^bdn that case we all felt that it was a very 
proper re-appoinknent — - it was in the case of Sir Donald GHnwari We 
all felt that it was a vfry proper re-appointment ; but the power is 
there ; I do not hay that the power has not been properly used, but the 
very fact that the Constitution gives that power to the Secretary of 
State shows some weakness in the Constitution ; that is my point. 

Well, then you say that it is an objection to the present system 
that so many of the persons appointed to the Council have held high 
office in India, and 1 understand you to think that that dimhiishes 
their power of useful independent criticism ? — Well, executive offices 
I mean. 

Yes, high executive offices ; and I sui^ose what you mean b7 that 
is that that diminishes their power of exercising independent criti- 
cism f — Their opinions are already formed on the subjects that are 
likely to come before them, and they do not msJce quite impartial 
judgra of things that are going on in India. 

But, on the other hand, do you think it would be an advantage if 
the Council of India consisted of people who had no knowled^ of 
India f In a vary short time I beUeve they might qualij^ tiiemselves 
for that. It would not be a v«y great difficulty ; besides, you might 
have judges from India. What I object to is persons who have been 
membra of the Viceregal Council. 7%we was a case, for 
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some time ba<dc brought to light. Qeneral Stracbey* bad advoeated the 
nairoW’g^uge system in India — in fact he was looked upon.as the 
author of that narrow-gauge system — when the question was befwe 
the Suqnwme Gk>varnment. The question afterwards oame before the 
Secretary of State. General Straohey himsdf by that time had oome 
into the Secretary of State’s Council, and naturally, being a great 
expert, his voice prevailed over everybody else’s. The same man who 
was responsible for the introduction of the narrow-gauge system also 
ultimately approved of that system. 1 only want to point out that the 
opinions of these gentlemen are formed quite dehnitely, and they are 
not likely to form very impartial judges; 1 mean they are not likely to 
see the other side. ‘ 

But a council constituted like the Council of India would be perfect- 
ly alive— as much as you or I would be— to this danger of leaving 
any officer to determine — what I take to be your meaning— in his 
own case personally. The Council would be quite as able, I think, 
as anybody else to discount that danger, would they not?— It depends. 
When a person is a very strong person he is able to make an impres- 
sion on his colleagues, and make them see just as he sees. 

Of course it is then within the bounds of possibility that such a 
person might be right, is it not ? — Oh, perfectly so ; I do not say he 

was not right ; I only say the control is not then properly exercised, 

’ , ' 

Do you not think the body of the Council, independent gentlemen— 
Independent of such a person at all events— are quite able to discount, 
to appreciate this danger which you point out, and to guard against it ? 
—In such technical matters it is an expert whose (pinion carries a 
great weight naturally. 

Not necessarily a predominant weight ?— No, not necessarily a 
predominant weight, but it would almost look like it. I myself should 
be very much influenced by an expert’s opinion. 

Naturally ?— Naturally. 

( Sir Andrew Scdble ) But you would not expect a man to give 
up the honest opinions he had formed during a long period of serdoe 
in an executive office, simply because he happened to be placed in the 

1. Richard Strachcy ( 18l7-!908 ) ; ConsuUiag Bitgineer, Railway Department 
( 18S8 ) : Secretary, P.W.D. ( 1862 ) ; Inspector-General at Irrigation ( 1866 ) . 
member. Viceroy's Legislative Council ( 1869 ) : originated schemes for flnaacial 
decentralisation and for carrying out R^rilway and Irrigation works on borrowed 
capital; Finance Member, Viceroy's executive council (1878) ; member,. India 
Council (1879): president. Indiad Famine Commission (1878-79); member, 
Herschell Currency Committee ( 1892 ). 
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Seoretary of State’s Oouncil ?— I do not ; I know they would all stick 
to their (pinion. That in itself constitutes a sort of incapacity to see 
the other side. 

If they all stuck to their opinkms, would you not get that friction . 
which is so desirable in a body like the Oouncil of the Secretary of 
State, so as to secure the expression of opinion on both sides ? — I do 
not know how that friction would be secured, because they are all 
moulded more or less in the same groove and see things in the same 
manner. 

Would it not lead to the conclusion that they were right, if they 
all agreed ? — The Government of India or the l^cretary of State in 
Council would have to be regarded as infallible if we were to argue like 
that 

( Str Wtlliam We^lerhurn ) In that case of the adoption of the 
narrow-gauge system there was very nearly universal public opinion, 
European and Native, against it in India ?— That is how 1 understand 
it to have been. 

( Sir Andrew ScMe ) That was not the case, because there was 
a great division of opinion upon that question of the gauge ?— -But 
there was a very important opinion on the other side. 

There was a very important body of opinion, as I recollect, on both 
sides ?— Of course, since General Straohey was able to carry his point, 
it must have been that he was sbrongly supported. 

1 feel bound to say that I was a strong supporter of the broad- 
gauge system myself. 1 know there was a very great and important 
and valuable body of opinion on the other side ? — I am pointing out 
what struck me as the defects in the constitution itself ; though, some- 
times, the defects might exist, yet the constitution might work better ; 
but t^t does not mean that the defects themselves are not to be found 
fault with. 

( Chairman ) Dealing with that question of the constitution of the 
Council, 1 would like to learn a little more fully from you whether you 
do not see a risk in a Council ocnnpoeed of people who have had no 
mcperience of India ?— If judges, for instance, wwe put on the Council, 
they would bring a general knowledge of India to the discharge of their 
duties ; and 1 have such faith in an Englishman’s sense of duty, that 
1 believe that in a short time they would qualify themselves for the 
work, and they would be more impartial men. 

And would the Council that you think it would be advisable to 
form, oowrist altogether of Indian judges f—1 only gave Ian example ; 
there might be non-official leading Anglo-Indians upon it, and they 
0,-67 
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might also appoint some man on tiie recommendation of the Legisla*' 
tiTe.Oonnoil, (rf the representative members of the Legislative OoonoiL. 

You do not mean that you would put on the Council, -Ihiglishmen 
who had nevw been in India ? — would put some of them also, because 
they would be able to sea things from a different standpoint; even now, 
I believe there is some provision like that. 

{Sir Andrew ScMe) There are some ?— There are some even now. 

There is an Indian judge on the Secretary of State’s Council, is 
there not ? Sir Charles Turner, lately Chief Justice of Madras ?— 

1 would strengthen the judicial element, and reduce, if not altogether 
abolish, the executive element, * 

t ' ' ' , 

( Chairman ) Do you not think there is a great advantage in the 
Secretary of State having at hand men who have held very high execu- 
tive office in India, who ^ able to give him the benefit of their expe- 
rience ? — ^The real Government of India is in India, and ought to be in 
India. So far as general questions are concerned, it is only when 
questions are referred to the Secretary of State that the Secretary of 
State has to take cognizance of them ; and I believe that, if judges and 
such other persons as I have mentioned .qualified themselves properly 
for the discharge of their duty, they would asdist the Secretary of State 
quite as well as the present executive members. 

In your definition of the position of the Secretary of State, you 
observe there are very important questions that would be referred to the 
Secretary of State ?--yes, sometimes. 

And you do not think it desirable that he should have at band 
officers who know something of the oircumstanoes under which the 
questions have arisen, and who are able to advise him from their 
knowledge of Indian opinion and of Indian tradition ; you would leave 
him on those points to form his unaided judgment ? 1 grant 'you that 
you have spoken of Indian judges being present ; but the Indian judges 
I understand, have not got the administrative experience that many of 
the present members of the Qounoil have ?— That is true ; but under 
the present system it comes to this, that men who are responsible for . 
thin ga jn India, themselves in 'course qt time come to be members , . 
ftTifi they, therefore, cannot be expected to condemn what they them- 
selves have done before. 

( Sir WilUam Wedderbum ) You attach more importance to 
impartiality than to special knowledge of the subject 7—1 da 

Because the matters that dome up before the Secretary of State 
are generally in the nature of an appeal against some action of the 
Bxeoutive in India 7 — Yes. 
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And you do not wish those who .have been' the authors of. these 
executive acts to oonie and sit afterwards in appeal upon those acts ?->- 
That is precisely my view. 

( Mr. Courtney ) I should like, before you conclude this part of 
your subject, to get some definite idea from you as to how you would 
wish this Council of the Secretary of State to be ooUstituted*, how 
many members would you like to have ? — They have at present 
reduced the number to, 1 think, 10 members, and it might very well 
so remaia Bach of them might hold office for five years or so— I would 
not put the thing quite definitely— only say. five years or so. 

Wait a moment ; five years or so ? Are Jrou clear about that ?— , 
Well, I think so. 

Do you think ten years too long ?— Well, I think it is rather too 
long ; that is my view. 

Next you would like to have them appointed nominally by the 
■ Crown ?— By the Crown. 

The appointment by the Secretary of State means the same thing ? 
—If it comes to the same thing, well, there is no help ; but there would 
be a greater dignity in the positioa. 

You would have none appointed by any other authority than the 
Crown ?— Well, the ultimate appointment should.be by the Crown; 
some of the niembers should be appointed on the recommendation of 
the members of tlie Indian Legislative Council. . . 

Of the representative members of . the Supreme Legislative Council, 
I suppose, in India ?— Yes, that is what I mean, the Supreme Council ; 
but it all depends on how many members you give. 

Suppose you take the allotment of three as you suggest ? — Well, 
the representative members of the Supreme Legislative Council might 
nominate them. 

Might nominate three ?r-Might nominate three, 

( Sir Andrew Scoble ) By the " representative members " do you 
mean the non-official members generally, or only a certain class of 
non-official members ?— The non-official members who are appointed 
on the reomnmendation of certain bodies,. 

Not those who are nominated by the Viceroy Y— No, because that 
means Government nomination pure and simple. 

Then bow many msmbem jof the Vloorcqr’s Council are there who 
• fulfil that condition ^at you have pained ?— I believe tihate are seven 
or eight now. 
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Sight ; and you would allow those eight to elect three members to 
the Secretary of State’s Oounoil But each member has behind him 
another electorate. 

I did not ask you whom they represent; but you would allow these 
eight members to appoint three members of the Secretary of State’s 
Council ? — Well, 1 would, because there is no other machinery tliat re« 
presents India as these eight members do. 

( Mr, Courtney ) It would not work out in your scheme that the 
eight would appoint three straight away ? 1 mean, when it came into 
full operation, there would be a vacancy every two years or something 
of that kind ?— It would be that. • 

You would have an appointment made by the eight members of 
this year, and the eight who would appoint two years hence might or 
might not be the same but might be partly the same and partly differ* 
ent, and so on ? — Yes. 

That would amount to three out of the ten. Would you allow the 
Crown to have any veto on that nomination ? — Oh, of course, the 
Grown must have the power of veto on that nominatioa 

The recommendation would be accepted,^ or not, by the Crown ? 
-Yes. 

You would expect it to be accepted as a ,rule ? — That is what 
1 mean. * 

With reference to the.other seven, do you lay down any restriction 
as to the classes from which they would be choeen ?— 1 did not expect 
to be asked to place before the Commission a definite scheme, but I 
should think that there should be three Indian judges ; that is how it 
strikes me now ; about three members might be Indian judges. 

Three ex* judges out of seven ?^Tbree ex-judges. Yes. Then if the 
members are ten there should be two Englishmen who have never besn 
out to India, and two other persons who have been in India ; they 
might belong to the Executive, or they might not belong to the Execu- 
tive. I would not absdut^y shut executive officers out 

You would reduce the representation of the Executive machinery 
of India to very modest dimensions ? — That is because I feel our grie- 
vance is against them — not against any of the individual members, 
but against the system which makes them the judges of their own acts, 

You say you are not expected to answer these questions, but as far 
as the Gk>vernment at home is concerned, it seems as if in your mind 
the efficiency of the eontrc^ depended upon the CPti^Kwition of thfe 
Council ?— Yes, 
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Thdrelore it is very important to have some idea— not a rigid one, 
6ut some idea— of the way in which you would like that (Jounoil to be 
oonetituted ? — As a matter of fact, 1 do not expect that this Council 
'would be modified in any way, or, at any rate, that there would be 
much modification in the constitution of this Council ; but 1 have pro- 
posed a committee afterwards which would bo a more effective com- 
mittee of control ; 1 attach more importance to that. 

Who should be in London ? — Who should be in London. 

( Sir Donald Steioart ) Lord Welby, the witness is right in saying 
that the appointments to the Council here are made l«y the Secretary 
of State, but the Secretary of State’s appointments are, as heretofore, 
submitted to Her Majesty for approval before they are published ; that 
is the procedure, I believe. 

( Chairmtin ) But the appointment does not actually state that it 
is made by the Queen ? — Under the Act it is made by the Secretary of 
State ; the names are submitted to Her Majesty for ratification. 

( Mr. Mowbray ) Is that under the original Act ? 

( Chairinan ) No; that is under the Act of 1869. Now then, per- 
haps, we will pass on to th^ point of the Gk)verninent of India and the 
Finance Member ? — Subject to the control of the Secretary of State, 
which often is only nominal, the Government of India can administer 
the Indian revenues practically as they please. 

Would you let mo just interrupt you there. I have some difficulty 
in reconciling that statement with what you have just told us ; when 
speaking of the Secretary of State, you said the administration of the 
Indian revenues is now practically entrusted to a Cabinet Minister, 
assisted by a Council of his own nomination — a Minister who brings 
no special knowledge or experience of Indian affairs to the discharge of 
his duties ; who, as a member of the Imperial Executive, naturally has 
an eye to Imperial politics; that all financial power in regard to expen- 
diture — executive, directive and coutroliing —is centred in his hands, 
and that with all this vast concentrated power, he has reaily no 
responsibility except to the Cabinet of which he is a member, and of 
whose support he is always assured, and to Parliament where he has a 
safe majority behind him. I have some difficulty in reconciling that 
With your statement when you say “ subject to the control of a Secre- 
tary of State, which is often only nominal ” ? — What I meant there 
Was that that was the theory of the subject, and that in regard to any 
general questions of policy which involve large expenditure, the 
voioe of the Secretary of State prevails ; but, subject to that, in all 
ordinary matters the Government of India is practically able to count 
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npon the assent of the Secretary of State. As a rule the ^eretary of 
State adopts the views of the Government of India. 

Then ought not your first statement to be made with some quali • 
fioation, because it leaves us under the idea that the Secretary of State 
has the power of an autocrat in the matter of finance f — But the 
Constitution gives him that power, and how the Constitution is worked 
must depend upon the circumstances. I am now dealing with tthe 
actual working of the Constitution, but the Constitution gives, in the 
first place, those vast powers to him. 

But should you not rather have stated it with that qualification, 
because I think anybody reading what you have stated to us would be 
under the impression that — I think these are your own words the 
sole autocrat in Indian finance is the Secretary of State. Now it 
appears from this that you qualify this considerably in practice ? — I 
would qualify my former statement by saying that under the Const!* 
tution he is so. 

Would you go on ? — The testimony of Sir Auckland Colvin and 
Sir D. Barbour on this point is of great importance. Sir A. Colvin 
was careful to point out that the present weakness of the Finance 
hlember’s position dates virtually from 1885. That being so, it is 
evident that the dissent of Lord Cromer, a^ also of Lords Northbrook 
and Ripon, from his and Sir D. Barbour’s view is beside the point. It 
is true that Lord Lansdowne and Lord Eobertc also dp not endorse the 
view of the two Finance Members. But this was only to be expected, 
seeing that they themselves are the party against whom the complaint 
is directed. When Sir A. Colvin and Sir D. Barbour say that with 
the Viceroy on his side the Finance Member is as strong as he ought 
to be ; and when they complain of the weakness of his position during 
their time, the only inference to be drawn from that is that the 
Viceroys under whom they served viz.. Lords Bufferin and Lansdowne, 
were not of an economical turn of mind ; and, of course, we cannot 
expect Lord Lansdowne to concur in that view. 

But, if it is the case that there has been a change of policy since 
1885, it is quite possible that that change may have been necessary , 
is it not ? — That view may be held on the other side ; it is opeii to 
them of course to say that. 

I mean, is it patent on the face of it that the Viceroy must have 
been wrong and the Finance Member- right ? — But I am expressing 
what is the non-official view of the matter ; the official view of poursq, 
we know, is that it was necessary. 

But official view or non-official view, it does not really matter. It 
is sufficient to say that, when the Finance Member differs from.tlM 
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Vioeroy, necessarily the Viceroy must be wrong ?— Oh, I do not say 
that.; bnt the presumption is that the Finance Member, being a mem- 
ber of the Executive Council, would not oppose a thing, if it were, 
real^ necessary, merely on financial grounds. I would' be disposed to 
attach BomethiTig of extra importance to the opinion of the Finance 
Member. 

That is attaching a very great weight, is it not, to the superiority 
of financial knowledge in the Council ?— But that is because he occu- 
pies a unique position ; he knows what the executive needs are, and he 
knows also what the country can afford. The other members think 
rather of the needs, as they take them to be, than of the finances. 

Then how would you sum up the question ? — ^The whole position 
may be thus summed up : (1) The buffer of the Company’s Govern- 
ment which fairly protected, Indian interests is gone, and there is no 
effectuaal substitute ; (2) We have no effective constitutional safe- 
guards against the misapplication of our revenues to extra-Indian re- 
quirements ; (3) The control vested in the Council of the Secretary of 
State under the statute of 1858 is rendered almost nugatory by the 
alteration of its status under recent amending Acts. The mode (rf 
recruiting the Council is also radically faulty ; (4) The control of 
Parliament as against the Secretary of State has become entirely 
nominal, owing to the latter being a member of the Imperial Executive 
with a standing majority behind him. The old periodical inquiry by 
Parliament and its jealous watchfulness are gone. In fact, we have at 
present all the disadvantages of Parliamentary government without 
its advantages. In the case of all departments except the Indian, ex- 
Ministers think it their duty and also feel it to be their interest to 
exercise the closest watch on the proceedings of their successors with 
a view to passing the most adverse criticism that may be possible. In 
regard to India alone, ex-Ministers vie with and sometimes even go 
beyond their successors in extolling all that exists and all that is done. 
The responsible opposition in this country thus abdicates its functions 
in the case of India only. 

When you speak of the old inquiry by Parliament, I presume you 
refer to the inquiry which took place at intervals of twenty years into 
tile constitution of the old Company ? — Yes, at the time of renewing 
the Charter. 

And you think that that was a valuable method of inquiry which 
brought the whole question of the government of India before Parlia- 
ment ?— Yes. 

\ 

. But sfnoe the abolition of the Company in 1858, have there not 
bMu.a.great number of inquiries by Parliament into different branches 
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of Indian expenditure — especially finance? — Yes, there have been ; 
notably the Fawcett Committee, which came twenty years after 1853, 
and then this Commission, which comes twenty years after that ; I 
know that, but there is such a great amount of trouble in getting 
these committees, and of course there is no constitutional safeguard 
that they will be readily granted. 

The difference that you speak of lies in this tliat, under the Charter 
of the old East India Company, these inquiries necessarily took place at 
the end of certain periods ; under the present system you may have 
inquiries, probably equally valuable inquiries, but you have no security 
as to when, and under what circumstances, they will take place ; is 
that it ? — That is so, and there is another point also. In those days 
inquiries were made into the whole administration, while now gene- 
rally certain points are specified. For instance, this Commission can 
inquire into expenditure, and not into revenue ; there is that difference 
also. 

There is another way of looking at that ; if you appoint a Cwn- 
mission to inquire into everything connected with the administration, 
you generally find that from mere want of time it is obliged to 'slur 
over a good deal of its work. Do you not think there is a good deal 
to be said for appointing a Commission with a definite and more or 
less limited object ; is it not more likely to get satisfactory results ? — 
1 quite admit the force of what your Lordshipf says, .but- there is this 
much on the other side, that the people could lay all their grievances 
before such a Commission, if it was a general one ; and the fact that 
Parliament ordered these general inquiries before shows that they were 
alive to the importance of that consideration. 

( Ar WMiiim Wf'd'ierharii ) And was it not a great point in 
those inquiries that tlie renewal of the Charter depended upon the 
Company showing that they had done good work? — Yes, that 
was so. 

And that, previous to the inquiry, the Government of India was 
very anxious to put its house in order in every department ?,-— I 
believe it was. 

So that there was not so very much to find fault with by the time 
they came and asked for a renewal of their power ? — I should pre- 
sume that was so. 

But now the oflfieials know they have a permanent position, 
and they do not care much about public opinion in India ? — 
Yes. 

( Clutirtmn ) You have drawn a distinction between the action 
ex-Ministers when dealing with Home affairs and with Indian 
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affairs, saying, with regard to India, that ex'Ministers vie with, and 
sometimes even go beyond their successors, in extolling what is done. 
May I ask, do the facts really bear that out ? If we take the case of 
the cotton duties, I think we heard ex-Minlsters extremely oi'itioal 
upon the conduct of Ministers who were responsible for the cotton 
duties ? — But, my Lord, there was this distinguishing circumstance. 
The Government of India and the Secretary of State were not in 
agreement, and, therefore, those that were connected with the Govern- 
ment of India before, naturally took the side of the (Government 
of India ; but in connexion with the recent debate, for instance, on 
Sir William Wedderburn’s motion. Lord George Hamilton was not, 
if I may say so, quite able to put .the case about famine insurance 
from the official side as strongly as Sir Henry Fowler* did — well, in 
no other department do ex*Seoretarles come to the rescue of the 
Secretary of State quite in that fashion* ; that is what I mean. 

You make your statement rather sweeping, in drawing this dis- 
tinction between the action of ex-Ministers in regard to English and 
in regard to Indian affairs. I have no doubt such a case as that you 
have mentioned could be adduced ; but, on the other hand, I point out 
to you that Ministers received very severe criticism in Parliament on 
account of the cotton duties ; and I might give you an instance on 
the other hand : there was a severe criticism on the actual Ministers 
in respect to the Dongpla* expedition — lam not saying in the least 
whether they 'were right or wrong ? — It again comes under that 


1. Sir Henry Hartley Fowler ( first Viscount Wolverhampton) (1830-1911); 
member, House of Commons ( 1880-1908 ) ; under-secretary for Home Affairs ( 1884 ); 
president, Local Government Board (1892); Secretary for India (1894-95); chair- 
man, Indian Currency Committee (1898-99). 

2. The reference is to the amendment which Sir William Wedderburn moved 
on 26th January 1897 during the debate on the Address to the Crown, and to the 
speeches of the then (Conservative) Secretary of State, Lord George Hamilton 
and a former ( Liberal ) Secretary, Sir Henry Fowler, on Sir William Wedderburn *s 
motion. His motion prayed for an inquiry ** into the condition of the masses of the 
Indian people, with a view to ascertain the causes by reason of which they are 
helpless to resist even the first attacks of famine and pestilence In the course of 
the debate, the administration of the Famine Insurance Fund was criticised, and 
both Lord George Hamilton and Sir Henry Fowler tried to reply to the criticism 
and to defend the Government of India. The latter said in the course of his speech ; 
'* 1 have a strong opinion of the goodness of the Government of India ... I think it 
a wise, a strong, and an economical Government— a Government which has conferred 
upon India untold blessings 

For the Famine Insurance Fund, see pp. 169, 171-3 and 222 above. 

3« Bongola, a province of the Anglo-Egyptian Sudan, noted for a breed of 
strong, hardy horses. The expedition was successfully led by Kitchener in 1896. 

G .-68 
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might do for this purpose. And the duty of reporting to Parliament 
from time to time on matters of Indian finance might he assigned to It. 
But whatever the form, the Committee should have absolutely no 
powers of initiating expenditure; else, like the old so-called Board of 
Control, it will do more harm than good. The Committee should take 
cognizance of all appeals addressed to it by the non-official members 
of the Viceroy’s Council, and might also call for papers of its own 
accord, and exercise general control over the administration of Indian 
expenditure. The proceedings should be reported to Parliament from 
time to time. If some such body were called into existence, the mere 
fact that non-official members will be in a position to appeal to it, 
thereby putting the Government of India and the Secretary of State 
on their defence, will have a tremendous moral effect, which will make 
for economy and sound finance in a very striking manner. There is 
nothing in this which will in any way affect the directive and execu- 
tive powers of the Secretary of State or the Government of India. The 
plan provides only for a reasonable amount of control and will enable 
the representatives of Indian taxpayers, who have no powers of con- 
trolling expenditure, to make a complaint in a responsible and consti- 
tutional manner. 

You say that there is nothing in this plan that will in any 
way affect the directive and executive powers of the Secretary of 
State or the Government of India ; but you are vesting in 
the non-official members of the Supreme Legislative Council a 
power of appeal to an outside body, which should on that appeal 
criticise, and report to Parliament on, the acts of the Executive. 
Now, without saying whether that would contribute to good govern- 
ment or not, it would be a very considerable interference with the 
executive power of the Secretary of State, would it not ? — It would be 
this way : the Secretary of State or the Government of India might 
sanction a certain expenditure. This body might ultimately pronounce 
that the expenditure was not proper. The expenditure would have 
been incurred already ; there would be no help so far, but it would have 
its effect afterwards. 

Yes : but still, that power of a committee to report hostilely on 
the Screetary of State’s action must be held to affect the executive 
power of the Secretary of State. It is an interference, surely, with the 
method in which the Secretary of State exercises his duties ?— It would 
be a sort of control, and that would be necessary ; but I do not see how 
it would be interference with his administoative work. 

The Government would have an outside committee reporting 
upon their acts. It is very true it might not prevent the Secretary Of 
State from giving an order, but it would be a very serious check upon 
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him, which ia no doubt what you seek. So far as it exercises that check 
upon him, it is an interference with his powers, do you not think so ? 
—But your Lordship has already dwelt on the great importance of the 
effect at the independent audit. Now, arguing as you are now doing, 
might it not be said that that audit is an interference with the work 
of these Ministers ? The audit would point out any irregularity, and 
that would be a sort of — 

The independent audit merely reports whether the expenditure is 
in accordance with the law, or with Government orders, which are 
equivalent to law. In this case, as I understand it, the non-official mem* 
bers are to criticise the policy, and this Committee of Control is to 
report to Parliament on the policy of the Secretary of State. That is 
not the same thing as seeing whether the expenditure is legal or not ? 
— The Committee would not veto the action of the Secretary of State or 
of the Government of India, but they would only report to Parliament. 

( Sir James Peile ) Would they take evidence ? — Yes, 

And put the Government of India on its defence ? — The Govern- 
ment of India would draw up a statement and send it up to that 
Committee ; and, if the members wanted any information they might 
call for it; but we must ‘really have some control of policy of that 
kind. 

Thirdly, 1 would next suggest that, as a rule, the Council of the 
Secretary of State should be recruited from persons unconnected with 
the Indian Executive, and that a reasonable proportion be appointed 
on the recommendation of the representative members of the Indian 
Legislative Council. 

( Chairman ) Is that the Council you are speaking of now ?— No, 
it is the Secretary of State’s Council I do not disturb the Council 
vary much. 

Fourthly, I would suggest that section 55 of the Government of 
India Act of 1858 be amended. This section, as it stands at present, 
enacts that “ except for preventing or repelling actual invasion of Her 
Majesty's Indian possessions, or under other sudden and urgent neces- 
sity, the revenues of India shall not, without the consent of both 
Houses of Parliament, be applicable to defray the expenses of any 
military operation carried on bsyond the external possessions of such 
frontiers by Her Majesty's forces charged upon such revenues.” Now, 
this only safeguards the controlling powers of Parliament, and does 
not provide, as is commonly believed, against the diverdon of our 
moneys from their legitimate use, the only thing secured bdng that 
the sanction of Parliament shall be obtainedfor such diversion. No 
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doubt this is good, as far as it goes, but it is not suffloiont, and I Mrould 
IffesB for an express and absolute statutory provision, giving us a 
complete guarantee against the misappropriation of our revenues for 
purposes unconnected with our interests. 1 therefore beg to suggest 
that section 55 of the Government of India Act of 1858 be so amended 
as to provide that, except in case of actual or threatened invasion, the 
revenues of India shall not be used for military operations beyond the 
natural frontiers of India, unless, at any rata, a reasonable share of 
such expenditure is put on the English estimates, I would further 
suggest that the frontiers of India should be definitely declared by 
statute and should not be liable to extension without statutory amend- 
ment. ' 

Then your proposal would be that these frontiers having been 
defined, under no circumstances should India contribute towards any 
operations outside those frontiers unless a part of such expenditure is 
put on the English estimates. For instance, supposing it was a 
question of maintaining the independence of the Suez Canal — that is 
beyond the frontiers of India— 1 take it your law would not prevent the 
Government of India from contributing to the operations necessary for 
that purpose, provided always that the English Government took a 
share ? — It would come to that. ' 

Fifthly, I would urge that the elected menders of the Legislative 
Councils of Madras, Bombay, Bengal, North-Western 'Provinces, and 
now Punjab and Burmah, be invested with the power of returning to 
the Imperial Parliament one moraber for each province. Six men in 
a House of 670 would introduce no disturbing factor, while the House 
would be in a position to ascertain Indian public opinion on the vari- 
ous questions coming up before it in a constitutional manner. I may 
mention that the small French and Portuguese settlements in India 
already enjoy a similar privilege Hero, again, T rely more upon the moral 
effect of the course proposed than upon any actual results likely to bo 
directly achieved. Though only six in number, the Indian members, 
acting unanimously on any Indian question, would adequately represent 
the state of Indian public opinion on the subject, and Government would 
have to take note of that. Indian representatives in Parliament would 
further greatly strengthen British rule in India by giving the Indian 
people a tangible and gratifying proof of India being really considered 
a part and parcel of a great and free empire. 

You say truly that six men in a House of 670 would introduce no 
disturbing factor. Do you contemplate that these Indian members 
should have full voting powers ; in fact, that they should vc^ our 
taxes ?— Yes, I think so. 
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You see no objection from that point of view ?— 1 see no objeotioa 

Of course, if you had such members r^resenting Indian interestsi 
it would open the door to more interference on the part of Parliament 
with Indian affairs ? — But these men by themselves would not do any- 
thing unless they were able to induce others to share their own views ; 
that means something important, 1 think. 

( Sir Donald Stewart ) How would you secure unanimity of 
opinion between the six ? — 1 do not secure it. If they were unanimous 
on any Indian question, that would mean that public opinion in India 
was strong upon that point. 

( Mr. Courtney ) Your proposal is that each one of the six should 
be elected by a separate electorate ? — Yes. There are the Legislative 
Councils in the six provinces already elected by the people ; and the 

members of the Legislative Councils should elect a member each. 

« 

( Mr. Mowbray ) Might those be either people sent from India or 
people in England ? — Any people ; I would impose no restriction. 

With regard to the Portuguese settlements that you spoke of, are 
the elected members Portuguese residents in India who are sent over 
to Portugal ?— I do not th jnk there is any restriction ; they can send 
whom they please ; they must be men in their conddenoe, that is all. 

( Mr. Courtney ) ,The French have representatives of all their 
colonies in the Legislative Assembly ? — The colonies of England are 
self-governed, therefore they do not want representation in the 
Imperial Government. We are the only dependency without any re- 
presentative government, therefore we must be provided for either 
here or there. 

Not quite the only dependency ; Ceylon may be much smaller, but 
Ceylon is a case ? — But Ceylon is very nearly a self-governing colony. 
Ceylon has its Council, which is much more representative than our 
Council ; it is nearly a self-governing colony. * 

{Chairman) Your proposal is not for direct election of those 
members whom you would send to the Imperial Parliament ; they are 
to be chosen indirectly, as it were, by a college, namely, the members 
who have been already elected to serve in the Legislative Councils ? — 
Yes, that would be so. The great advantage that we would then secure 
is this : at present, private members take up tbs cause of India, but 
the officials come down upon them, and say, " These are only self- 
constituted members for India”; these six Indian mttnbfsrs will be 
men who are really representative of India ; and, if they are unani- 
mous, that will be of great moral strength to us. 
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HaVfi you any suggestions that you would like to make with 
respect to the Viceroy ?— Yes, there is one. The last suggestion that 
I hare to make on this subject is that, as far as possible, Indian Viceroys 
should be selected from among men who have earned a distinct posi- 
tion for themselves for their grasp of intricate problems of finance. 
Among the first Ministers of England, no greater names can be 
mentioned than those of Walpole, Pitt, Peel, Disraeli, and Gladstone; 
and all these men were great Finance Ministers. 1 know that men in 
the very front rank of English politics do not care to go to India, but 
all the same, if men noted for their knowledge of finance were induced 
to accept the Viceroyalty of India, the arrangement would produce 
decidedly beneficial results. It would be a g;reat advantage to all if 
the Viceroy, instead of being his own Minister for Foreign Affairs, 
were to be his own Finance Minister. At any rate, his immediate 
connexion with the Foreign Department should cease, the department 
being placed, like othpr departments, in charge of a separate member 
of the Executive Council. 

Do you mean by your suggestion that no one should be selected 
for the post of Viceroy who has not been Chancellor of the Exche- 
quer ?— Oh, I do not mean that, because no Chancellor of the Exchequer 
would care to go to India. 

Well, I put the case very broadly in that way, because you said 
that the persons should be chosen among men who have earned for 
themselves a distinct position for their grasp of intricate problems of 
finance ; I wanted, therefore, to see the class of men to whom you 
would restrict the field of choice ?—l believe that in the debates in the 
House of Commons some men specially distinguish themselves in the 
discussions about finance ; or there might be persons who have been 
connected for a long time with the Financial Department ; it is so 
difficult to say definitely. 

What you mean is such a member as the late Mr. Fawcett 
was '{— Oh yel*, the late Mr. Fawcett would have done very well. 

That is the class of man you mean ?— That would be a very 
proper name. 

( Mr. Cmrlney'.) But there would be no tangible test of qualities 
in such a man as that ? — The test would be that the man would be 
willing to take tbe Financial Portfolio when he goes to India, so that, 
unless he really liked finance, he would not do that. 

( Chairman ) Would not that be open to very much the same 
objection which, I understand, you advanced against the present 
practice in which the Viceroy is his own Foreign Seoretmy ? As I 
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understand your olqeotlon, it is that the Vioeroy should not be. Minister 
of any special Department, and therefore you object to his being the 
Foreign Secretary. Might not objection be taken equally well to his 
being Finance Member 7->He should not be Minister of any spending 
department, that is what 1 mean ; otherwise, he is directly interested 
in spending. 

Might there not be a certain risk in making the Viceroy a specla* 
list in this way ? - Important as most of us think finance to be, a man 
who had only an eye to finance might make in government grievous 
mistakes, might he not ? — Sir Robert Peel and Mr. Gladstone made 
extremely able Prime Ministers of England, and they were both Chan> 
cellor of the Exchequer and Prime Minister at one time ; Mr. Gladstone 
was at one time both Chanceiior of the Exchequer and Prime Minister, 
and so was Sir Robert Peel also. 

But the Viceroy, of course, is the head of the executive Govern- 
ment ; and objection has been taken here to the Prime Minister taking 
a particular branch of administration into his own hands, as a question 
of principle. Sir Robert Peel was only Chancellor of the Exchequer 
for a few months in 1834 ; but, of course, you are perfectly justified in 
quoting his case, as he w^s Prime Minister and Chancellor of the Ex- 
chequer at the same time. Now we come to the subject of provincial 
finance ? — ^1 now come to the very interesting and important subject of 
Provincial 'Finance.® While gratefully acknowledging that the 
decentralization policy has done a great deal of good, even as far as it 
has gone, 1 think the time has come when an important further step 
ought to be taken. It is now fifteen years since this policy was carried 
to the point at which it now stands by the Government of Lord 
Ripon. The fact that nearly the whole internal administration of the 
country is in the hands of the Provincial Governments explains why 
the people of India are so anxious to see the position of Provincial Gov- 
ernments in the matter of finance strengthened much more than it is at 
present. The expenditure administered by the Provincial Gtovernments 
is principally devoted to objects which are intimately connected with the 
well-being of the people, and the larger, therefore, this expenditure, 
the better for them. The chief defects of the existing arrangements 
are the following : The “ so-called Provincial Contracts,” to use Sir 
James Westland’s expression, are really only one-sided arrangements 
practically forced on the weak Provincial Governments by the Gov- 
ernment of India, which is all-powerful in the matter. The contract- 
ing parties not being on a footing of equality, the Govepmentof 
India virtually givee the Provincial Governments such terms as secure 
the maximum advantage to itself; and the power which it possesses of 
Q.-69 
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disturbing the oontraots even during the period of their ourrency 
leaves the Provincial Governments in a state of helplessness and insecu- 
rity, and all this is very prejudicial to the interests of the internal 
administration of the country. A reference to the tables, given on 
pages 47 and 48 of the Appendix to Section I of the evidence recorded 
by this Gonunission, will at once show how at each successive revision 
the Government of India, while keeping to itself all the growth of 
revenue which had accrued to it as its share of the normal expansion, 
has, in addition, resumed a large portion of the share of growth that 
had accrued to the Provincial Governments, compelling them thereby 
to out down their expenditure in the first year or two of each new 
contract. Thus, taking Bombay as an illustration, we find that in 
1886-7, the last year of the contract of 1882, its expenditure was 
Bx. 3,998,912. This expenditure had, however, to be reduced to 
Bx, 3,814,500 in 1887-8, the first year of the next contract, and it was 
not till 1891-2 that the level of 1886-87 was again reached, when, at 
the next revision, it was again put back. The same was the case with 
almost every other province. How sore is the feeling of Provincial 
Governments on this subject may best be seen from the following 
remarks, which the Lieutenant-Governor of Bengal thought it his 
duty to make on the matter in the Supreme Legislative Council last 
year : ' 

I must say I deprecate the way in which there quinquennial reyisiont have too 
frequently been carried out. The provincial aheep is summarili' thrown on its 
back, close clipped and shorn of its wool, and turned out to shiver till Its fleece 
grows again. The normal history of a provincial contract is this— two 
years of screwing and saving and postponement of work-, two years of 
resumed energy on a normal scale, and one year of dissipation of balances, in the 
fear that, if not spent, they will be annexed by the Supreme Government, directly 
or indirectly, at the time of revision. Now all this is wrong, not to say, demora- 
lizing. I say the Supreme Government ought not to shear too closely each 
quinquennium. It is as much interested in the continuity of work as the Provin- 
cial Governments, and ought to endeavour to secure this and avoid extreme 

bouleversammtt of the provincial finances ... It would be an immense 

gain to local administrations if the Government of India could see its way to 
renewing the oontraots with as little change as practicable on each occasion. It 

is only in this way th it the element of fiscal certainty, which was put forward 

in 1870 as one of the main objects of decentralization, can be secured. Hitherto 
we have had but little of certainty. 

A similar protest was made Ictst year by the LieutenauMHovemor 
of the North-West Provinces from his place in the Legislative Counoil 
of that Province ; and this year the Government of Madras has 
addressed a very strong remonstrance against the surrender of an 
additional 24 lakhs of rupees a year demanded by the Supreme 
Government. 
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?ou say that the Supreme Government is in a position to secure 
on revision of the contract the maximum advantage to itself, and you 
liave given us the instance of Bombay ; but could you give us any 
general figures on the point ?— Yes, 1 have taken out figures in 
connexion with the progress of expenditure. 

Could you'make use of them to explain your view to us ? — The 
present contracts are on the basis on which they were made by Lord 
Bipon’s Government in 1882-3. Since then there have been two more 
revisions. It is interesting to note how the growth of net expenditure 
has been divided between Imperial and Provincial since 1882, when 
provincial finance was placed on its present basis. Putting together 
Tables 1 and 21 of Sir H. Waterfield, we have the following result : 



Year 

Total 

Net. 

Provincial 

Net. 

Imperial 

Net. 

1882-83 


In crores of 
rupees. 

In crores of 
rupees. 

In crores of 
rupees. 

• •• 

41*79 

10-98 

30-81 

1883-84 


41-66 

10*83 

30-83 

1884-85 


41*90 

11*62 

30-28 

1885-86 

• • 

45-43 

12*27 

33-16 

1886-87 

• 

44-55 

12-12 

32*43 

1887-88 

• 

47-37 

12-35 

35*02 

1888-89 

• , • * 

46*44 

12-52 

33-92 

1889-90 


4734 

13*10 

34*24 

1890-91 

• 

45*66 

1264 

33-02 

1891-92 


49-50 

13-60 

35*90 

1892-93 

# 

52 43 

13-40 

39-03 

1893-94 

• 

51*87 

13-33 

38-54 

1894-95 

• 

52-74 

13-13 

39-61 

Increases in 1894-95 
over 1882-83 

10*95 

2-15 

8-80 


You might give us three years ( not to give us the whole mass 
of figures ), 1882-3, 1889-90, and 1894-5.; I think that that would 
exemplify your contention ?— I would put it in this way : 1886-7 was 
the last year of Lord Eipon’s provincial contract; the provincial 
expenditure in that year amounted to Bx. 12*12, and this expenditure 
was 13*13 in 1894-5. There has been altogether an increase in those 
thirteen years of Bx. 2,000,000; out of that more than one-half was in 
the first four years. 

Vou say the provincial net expenditure was 12*12, aiid in the last 
yaarl3*13?— Yes, therefore it is less than one million, but the total 
is 2*15. 
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From the beginning?— Therefore, 1 mean that during the first four 
years the increase was more than one half of the total increase. 

Let us put it in this way ; in your first year 188S>83. the provincial . 
net expenditure was 10*98, that is very nearly Bx. 11,000,000, is it 
not?— Yes. 

In 1894-5 it was 13*13 ?— Yes. 

Showing a difference upon that whole period of 2*15 ? —Yea. 

But now I want you to show the effect of these new contracts by 
showing what has happened to the^ Imperial Government? — Yes. If 
your Lordship will allow me, I will read five or six lines 1 have written 
in explanation of this table : It will be seen that, while the expendi- 
ture of the internal administration of the country has been allowed to 
increase in thirteen years by only a little over two crores, the expendi- 
ture administered by the Government of India has increased during 
the time by nearly 9 crores. It may also be added that, during the 
three years of Lord Bipon’s viceroyalty which belong to this period, 
the net Imperial expenditure was not only not increasing but actually 
showed a tendency to decrease. On the other hand, more than half the 
increase in provincial expenditure took place in the first four years, ie. 
during the currency of the provincial contracts made by Lord Bipon's 
Government. Your Lordship will see that the provincial expenditure 
for 1885-6 is 12*27 ; the next year it is 12*12 and then your Lordship 
might come to 1891-2, when it is 13*60, then there is 13-40 again ; 
it is put back at each revision, while the Imperial expenditure, on the 
other hand, has been going higher up. 

You point out that over the whole period the provincial expendi- 
ture has risen by 2*15 on about 11 ?— Yes. 

While the Imperial net expenditure has risen by very nearly 9 on 
30. Is the difference in percentage between those two very great ?— 
Well, I fear it is not quite right to put it in that way. 

In rough figures the Imperial expenditure is a little more than 
three to one of the provincial ?— Yes, at the starting. 

MulthDly 2*15 by 3 and you would be getting on for 7 ?— 6*45. 

While the increase in the Imperial was very nearly 9 ?— Yes, 
nearly 9. 

Therefore you see by those figures that the Imperial net 
expenditure has increased at a greater rate than the provincial net 
expenditure ?— Yes. 
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Tour Imperial net expenditure is on a limited number of serdoes, I 
BU];q)08e, Is it not f You exclude debt, do you not ?— The debt, of 
course, belongs to the Goyemment of India ; the Provinoial Gorermnents 
have nothing to do with debt. 

But how do you make up your Bx. 30,000,000 ? What setyicei 
make up the 30*81 in 1882- 3 ? — Sir Henry Watorfield has given all 
that in his evidence. You have the Army, for instance, in the first 
place ; then there are certain services which are directly under the 
Government of India, and there are railways, the deficit on railways ; 
there are some irrigation works also which are still under the direct 
control of the Government of India ; then the home remittances ; all 
these come under the Government of India, whereas the administration 
of each province is entrusted to the Provincial Government. 

But you see the total net expenditure on these services is only, in 
the last year of your figures, 52*74 ? — ^Yes. 

And, of course, there is a very large sum beyond that to make up 
the budget of Indian expenditure. What is the difference, because 
what you call the Imperial net expenditure does not represent the 
whole of the expenditure of the Indian empire ?<-»No. I have taken the 
figures given by Sir Henry Waterfield, 52*74 is given net, but he 
excludes cost of collection ; that is a matter of difference between him 
and us. Thep &ere are about 25 orores on railway account, that is 
also eliminated, and then, I think, though the nominal budget is for 96 
orores the net budget is practically 52*74, according to Sir Henry 
Waterfield’s way of putting it, or about 60 orores according to our 
view, including the charges of collection. Excluding the charges of 
collection, and ajl those other things, it stands at 52*74. 

And those are Sir Henry Waterfield’s figures?— Those are Sir 
Henry Waterfield’s figures ; 1 have said that. 

Do you out of those figures prove, or consider that you could 
prove, that the Imperial Government has taken more than its fair 
share of the increase of these provinoial revenues ? — Oh, yes, much 
more than a fair share ; if the contracts had continued as they had 
gone on before, the Imperial share would have been less, because 
Sir Henry Waterfield himself gives in the Tables 47 and 48 how much 
was resumed each time from the Provincial Governments by the 
Imperial Government 1 can give all those figures, if your Lordship 
pleases. 

I do not quite see that the Imperial net expenditure proves that, 
because part of Idxe Imperial net expenditure might have been derived 
from an increase of the revenues reserved to the Imperial Government? 
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—No, but the facts are here. I will just read them out to your Lord- 
ship ; I did not put them separately in, because they are all contained 
in Sir Henry Waterfield’s own statement that so much was resumed 
each time. Here they are. First contract (1870), gain to Imperial 
Treasury -33. The second contract, in 1877, gain to Imperial 
Treasury, Rx. -40 million. 

•40 is Rx. 400,000 you may say, putting.it very roughly ?— It would 
mean Rx. 400,000 roughly. The third contract was in Lord Ripon’s time, 
1883-3, whan he took nothing from the Provincial Governments. The 
fourth contract was in Lord Dufferin’s time, when the Supreme Gov- 
ernment took *64 million Rx. in addition to what was legitimately the 
increase of the Government of India. In Lord Lansdowne’s time, 
1893*3, they took again *46 million Rx. from the Provincial Govern- 
ments. These are apart from the contributions occasionally demanded ; 
they are separate. 

And you would hold that each of these percentages is so much 
taken, in addition to the Imperial Government’s share of normal 
increase, out of that proportion which at first, it was thought, might 
fairly be given to the Provincial Governments?— Yes, it was that. 

And do you make a total out of these ?— It would be 1 J millions, 
or more accurately, 1,800,000/.; it wouW be like that — all these 
revisions. 

Rx. 1,800,000 ? — Yes, altogether. " . • 

And that is the sum that you contend the Imperial Government 
has taken away from the provincial revenue, which would better have 
been left in the pockets of the Provincial Governments ? — Yes, that is 
what I think. If your Lordship will look at this table given on pages 
47 and 48, of Sir Henry Waterfield’s published evidAice — he gives 
here the tables of the provincial contracts, the different provincial 
contracts— it will be seen that in the last year of each provincial 
contract the expenditure of the Provincial Governments is much 
larger; the first year of the new contract the expenditure has to be 
reduced, because the Imperial Government takes away a large portion. 

If that extra sum were left in the pockets of the Provincial 
Governments it would increase by that amount, would it not, this 
Rx. 13*13 millions which appears against the year 1894-95 in the 
table? — Yes, it would. 

And, if you took that sum off the Imperial net expenditure and 
added it to the provincial net expenditure, the position would be rever- 
sed, and the provincial net expenditure would have increased at a 
greater rate than the Imperial net ?— No, it would not quite come 
to that. 
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Just pat tho fifiTuras for yourself ?— There is Bz. 13<13 miUloos. 

And adding Bz. 1,800,000 ? — But Bz. 1,800,000 is from the begin- 
ning, from 1870, taking the first contract. 

Taking the year 1870 ?— For the purposes of my table, we must 
add these last two figures only. 

It will quite sufiBoe ; you have given us Bz. 1,800,000 as your figure ? 
—That includes also the resumptions of 1870 and 1877, since the first 
original contract was made. Beginning with 1882-83, there were 
only two resumptions, one by Lord Bufferin and one by Lord Lans- 
downe ; they come to Bz. 1,100,000 millions, *64 and *46 ; those are the 
only two. 

That is 1-1 ’—Yes. 

Add it to 13-13 you get 14-23 ?— 14-23. 

Take 1-1 off 39-61 and you get 38-51 ?— 38-51. 

The comparison would be 14-23 against 38-51 ? — Yes. Then it 
would be like this ; it would be a little over 3, on the left side, the 
net provincial ( I deduct 10-98 from 14-23 ) ; then that would give 3-25 
as the provincial increase. On the other side I take away 1-1 from 
39-61, that would mean 38»51, and from that I take away 30-81 ; that 
leaves 7-70. 

Therefore, you see,® if that were done, the proportion would be 
reduced very much ? — Well, slightly ; not very much. 

But it would be reduced ? — Yes ; but it should be remembered that 
the levels of the ezpenditure, the Imperial level and the provincial 
level, are not based on any proportion ; there are certain revenues 
that go ezclusively to the Government of India. 

That was why I wanted to draw your attention to this table, be- 
cause it seemed to me that you could not really compare the two 
services, the provincial net and the imperial net ; different causes 
were acting upon them ? — But, where they actually resume provincial 
revenues, that constitutes — 

Confining yourself to the Bz. 1,800,000, which, in your opinion, 
ought .to have gone to the Provincial Governments ; if that had been 
done, would it not have necessitated increase of tazation in order to 
meet these Imperial charges ? — As your Lordship has brought out in 
one of the questions recorded in the evidence, when there is a special 
reserve available, then the ezpenditure has a tendency to infirease ; 
but when Govwnment has to face the unpopularity of imposing eztra 
tazation, it would think twice before it increased ezpenditure. ^ Mean* 
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while, if the money had gone to the Frovinoial Governments, educa- 
tion, police reform, separation of judicial and executive functions, 
these very necessary reforms would have been carried out. 

Carrying out that argument, would you reduce the Imperial 
revenue to mV, in order that the Imperial expenditure might be 
correspondingly reduced?— Oh, certainly not, but there is ample 
provision already ; they have already secured to them a certain portion 
of the normal increase. 

That is rather an assumption, is it not? Supposing that competent 
authority — I do not say they are right — thought that this increase of 
expenditure was necessary, it would have Involved increase of 
taxation ?— That only means that we have to say nothing against 
what the Government of India may do. It comes to that ultimately. 
I would only say this, that the Provincial Governments are as much 
interested in the good government of the country as the Imperial 
Govermnent. They are certainly not irresponsible, as some of us are 
called — these Governors and Lieutenant-Governors — and when they 
say, “ You should not take so much from us,” that means something. 

Did you not say that the heads of Departments did not care for 
finance, but only cared for the efficiency of their Departments ? Does 
not the same thing apply to the Provincial 6-overnments, and will not 
their tendency be to look simply to the efficiency of their own Govern- 
ment, with a certain carelessness as to what ' the Finance Member 
might in the end have to do in the way of increasing taxation ? — All 
English officers think of the safety of India first, and second to that, 
they think of the success of their own administration. Besides, this 
tendency of which your Lordship has spoken in itself does not deserve 
to be condemned ; it depends on what the department is in regard 
to which it is exercised. If the Provincial Governments want to 
increase their expenditure, we think that is perfectly legitimate ; when 
the Imperial spending departments, military and others, want to 
increase their expenditure, we feel we must protest— that is all. 

Therefore, if the Judicial Department wanted to increase its 
expenditure, they must necessarily be extravagant; but if the Provincial 
Govermnent want to improve a service, that necessarily is economical ? 
—But the Judicial Department is under the provincial Government. 

Take an Imperial Service then ? — ^The Army. 

The Army is struck off; give me another instance?— The railways. 

Whatever is imposed by the Imperial Government by way of 
inciw" of expenditure on railways must be extravagant: but whatever 
is i«ropo6ed by the Provincial Government must be economical?— I do 
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not quite say that; but the Provinoial Governments deal directly wit& 
matters which are properly connected with the enlightenment and 
progress of the people. And our Indian people’s view, at all events, is 
that we are more interested in Provincial than we are in Imperial 
expenditure. Of course, this is our criticism of what the Government 
have been doing ; the Government must certainly be able to allege 
reasons on the other side, else they would not have done it. 

But each department is interested in its own efficiency, and has 
the same tendency to, I will not call it extravagance, but to free 
expenditure, which perhaps the general hnances will not bear ; and 
there is the same tendency on the part of the Provincial Government 
as there is on the part of the Imperial Government ? — That is true ; but 
if the Educational Department, for instance, wanted to increase its 
expenditure, I would welcome that tendency ; if the Military Depart- 
ment wanted to increase its expenditure, I should be very jealous and 
should protest. 

But, on the whole, your plea is one for additional expenditure ? — 
Yes, The Provincial Governments must increase their expenditure 
very much. 

And, in consequence, jiave additional taxation ? You would give 
this 1,800,000/. over to the Provincial Gk>vernment8 to spend ? — Yes, 
I would. 

You have got no means of showing that the Imperial net expendi- 
ture could be reduced by that sum; would that be possible? — That 
might be possible. 

But you have got no means of showing so ? If that is not possible, 
then the whole expenditure of India would be increased by 1,800,000/. 
Your plea, therefore, in that case would be for an increase of expendi- 
ture, and, inasmuch as it is only about in equilibrium at the present 
moment, that would be a plea for increase of taxation ; must not that 
be the result?— I have faith in the Government's fear to face the 
unpopularity of increased taxation, and they will reduce their expendi- 
ture, I think. 

Now will you pass on to some further remarks upon the principle 
upon which these contracts are based ? — I have pointed out one defect 
of the provincial contracts, namely, that they are one-sided arrange- 
ments forced upon the weak Provincial Governments by the powerful 
Imperial Government. Secondly, there is no fixed or intelligible 
principle on which these contracts are based, no uniformity in tiieir 
plan, no equality in the burdens which th^ impose on tiie different 
provinces. The share of Imperial expmuUture which the different 
a.-70 
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provinoes have to boar is not determined by any tests of population or 
revenue. A calculation, made by Sir James Westland and printed on 
page 400 of the second volume of ^he Finance Committee’s report 
gives the following results : 

The proportions or percentages of revenue surrendered by each 
province to the Supreme Government are as follows : 


Per cent 


India Districts ( General ) 

26 

Central Provinces 

56 

Burma ... 

58 

Assam 

51 

Bengal 

68 

North-West Provinces 

76 

Punjab ... 

45 

Madras ... 

52 

Bombay ... 

46 

The contribution of each province per 100 of the population is as 

follows : 


• 

Rupees 

Province 

contributed per 100 

• 

of Population 

.. " 

Central Provinces 

71 

Burma 

312 

Assam 

97 

Bengal 

107 

North-West Provinces ... 

177 

Punjab 

82 

Madras 

123 

Bombay 

155 


These figures are sufficient to show the totally arbitrary character 
0.. the present contracts. The fact is that these inequalities are a 
legacy from the pre-decentralization period, when the expenditure of 
the different provinoes was determined, as men like Sir Charles Tre - 
velyan. Sir John Strachey, General Chesney and others have put it, 
not by the resources or requirements of those provinoes, but by the 
attention that their Governments succeeded in securing from the 
Central Government, i,e., by the clamour that they made. And when 
the first step was taken in 1870 in the matter of decentralization, the 
level of expenditure that had been reached in the different Frovlnoes 
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was taken as the basis on which the contracts were made, and the 
inequalities that then existed were, so to say, stereotyped. 1 think it 
is high time that an effort should be made gradually to rectify these 
inequalities. 

Then your criticism in this matter is, not so much that there 
should be one uniform percentage levied on the provinces, as that the 
present division is a purely arbitrary one ; that it is not based upon 
the ascertained requirements of the provinces, or their claims upon 
the central Qovernmant for spscial consideration, but that it is a 
hand-to-mouth arrangement, based upon a state of things which exist* 
ed before the new provincial system was introduced 7— That is so, 
and also this , that the burdens ought to be more fairly distributed. It 
is very hard on certain provinces— for instance, Madras is very hardly 
treated ; we are better off in Bombay, but the North-West Provinces 
are very badly treated also. And there is another point. Government 
has now added Burma. This new province required a large outlay to 
begin with ; that burden has to be shared by all the other provinces 
without any principle, so, if there was any limit like that, the burden 
would be thrown equally upon all. 

The proportion of revepue surrendered by Burma to the Supreme 
Government was rather a high one— 58 per cent, 7 — That was Lower 
Burma. This was written in 1886 by Sir James Westland whjn he 
had the accottnts of 18^4 before him ; Upper Burma was not annexed 
at that time. 

But even at that time is it not the case that Lower Burma was 
an expausivs provinca to the Imparial Government 7 — Lower Burma 
was not. 

Not at that time 7— And there is another peculiarity. Burma is 
very thinly populated, so that the number of rupees contributed per 
100 of population is 312 ; and, if your Lordship will look at the propor- 
tion of revenue surrendered by Biirma, it will be found to be 58 per 
cent., or more than one-half. 

That is the figure 1 have before me. Your contention would be, 
therefore, that the contribution required by the Imperial Government 
was excessive in Burma 7— Yea, in Lower Burma ; I am not referring 
to Upper Burma, which was annexed in 1886. 

No, I quite understand. Now, taka another of these provinces, 
and perhaps you would apply the same reasoning to that— any one 
you like?— Say the North-West Provinces. They are called upon to 
contribute 76 per cent, of the revenue to the Imperial Govembsent, and 
Bengi^ is called upon to contribute 68 per cent. 
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Now, has the Imperial Qovernment to* contribute Y»y largely in 
return to the North West Provinces ?— I do not think so. They do not 
oontribubs to any of the provinces. 

And you base upon that your contention that the rate of contri- 
bution is entirely arbitrary in each case?— That is what 1 say. It is, 
'moreover, the official view itself. Sir James Westland, who is now 
Finance Member, himself constructed these tables. 

But you are not in any way arguing for a rigid 50 per cent, to be 
levied, we will say, from all the provinces ? — That should be the ideal 
that we should keep before ourselves, and it should be gradually 
reached ; that is what I mean. . 1 will explain how that could be 
reached afterwards ; in fact, Sir Charles Elliott’s proposals aim at that. 

Perhaps you will proceed?— The third defect of the existing 
scheme is that, while it operates as a check on the growth of provincial 
expenditure, it imposes no similar restraint upon the spending pro- 
pensities of the Government of India. The only way in which these 
defects could be remedied was clearly pointed out by four members of 
Lord Dufferin’s Finance Committee. They were the President, Sir 
Charles Elliott, late Lieutenant-Governor of Bengal, Sir W. W. Hunter, 
Mr. Justice Cunningham, and Mr. Justice 'Banade. In a note which 
they submitted to the Government of India on the subject, they made 
the fallowing four proposals, and urged that fheir adoption would be 
attended by very beneficial results : (1) That there 'be no divided 
departments, but that those departments of receipts and expenditure 
wMch are now wholly or almost wholly Imperial, or which it may bo 
found convenient to make Imperial, should be set on one side for 
Imperial purposes, and that the receipts and expenditure of the 
provincialised departments should be entirely provincial. ( 2 ) That 
whatever the sum be by which the Imperial expenditure exceeds the 
income from those sources of revenue which are not provincialised, 
that sum should be declared the first charge on the Provincial revenues. 
So this provides fully for the interests of the Government of India. 

But would not the result be vary much the same as it is now ?— 
No, it is not so. The scheme, in the first place, secures greater fixity 
to the Provincial Govemments. 

Do you propose to show that to us afterwards ? — Yes. ( 3 ) That 
the provincial surplus which arises from the excess ef receipts over 
expenditure should be the fund from which, in the first place, all 
Imperial neoessities should be met before any increase can take place 
in provincial expenditure. (4) And that as regards the future 
growth of revenue, it should, as far as possible, be divided equally 
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between ProTinoied and Imperial, subjeot to the condition that if the 
Imperial exigencies erer required a larger share, the Imperial share 
should be increased. Taking the amoounts of 1884-85, Sir Charles 
Elliott and the other members thus illustrated the working of their 
scheme ; They proposed that opium, salt, customs, tributes, post office, 
telegraph, mint, interest on debt, superannuation receipts and charges, 
the East Indian, Eastern Bengal, Guaranteed and Southern Maratta 
Railways, Military Works, Army, exchange and home charges, should 
be wholly Imperial, and that the Government of India should also bear 
the charges and receive the revenues of the Imperial- districts, i.e., the 
parts of India which are not included in the provinces. On the other 
hand, they proposed that land revenue, stamps, excise, assessed taxes, 
forests, registration, and the civil departments should be wholly Pro- 
vincial, such heads as stationery, printing, miscellaneous, and railways, 
canals, and other public works os were already Provincial, continuing 
to remain so. The accounts of 1884-85, excluding Provincial rates, 
were as follows : 



( In Thousands of Rupees or Hundreds 
of Rx.) 


Imperial 

Provincial 

Total 

Revenue 

503,569 

175,537 

1 

679,106 

Expenditure 

505,066 

1 

174,854 

679,930 


These accounts, on the basis of readjustment suggested abovSi 
would have stood thus : 


( In Thousands of Rupees or Hundreds 
of Rx. ) 



Revenue 

Expenditure 

Surplus or 
Deficit 

Imperial 


505,365 

—178,566 

Provincial 


176,559 

177,748 


Tour Lordship will notice that Rx. 35,000,000 is the revenue at 
the disposal of the Provincial Governments, out ctf which Rx. 17,000,000 
they spend for themselves, and the rest they hand over to the Imperial 
Government This means that on the basts of division pit^tosed, the 
proviiioes would have to pay about 17| orores, about 50 par cent. 
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of the revenues made over to them to the Imperial Government to enable 
the revenue of the latter to come up to its expenditure. This soheme, 
if adopted, would have the following advantages over the existing 
arrangements : 

(a) It would remove all irritation at present felt by the Pro- 
vincial Governments and secure to them, under ordinary olrcum- 
stances, half the normal growth of revenues in their provinces, 
enabling them thereby to make steady efforts towards the 
progressive imjtrovement of the internal administration of the 
country. 

(b) It is, of course, not possible to secure at once a complete 
equality in the burdens which' the Imperial expenditure imposes 
upon the different provinces. Provinces that contribute less than 
half their revenue to the Imperial Exchequer, cannot be suddenly 
called upon to reduce their own expenditure and pay their full 
share with a view to reducing the share of those that at present 
contribute more than half. Existing facts after all must be respected, 
and the present level of expenditure in the different provinces 
must be left untouched. But the effect of contributing to the 
Imperial Exchequer an equal portion of all future increase in 
revenue ( viz. 50 per cent. ), will be thalnyear by year the relation 
which the contribution of a province bears to its revenue will 
tend more and more towards equalization.!, Thus tl\e provinces 
which now pay, say, 60 per cent , of their revenue will, after 
paying only 50 per cent., of their increase for some years, be 
found to have dropped down to a ratio of 58 to 57 per cent. And 
similarly in the provinces which pay less than 50 per cent, at 
present, the ratio will constantly work itself up to 50 per cent. 
The proposed scheme, while making ample provision for the 
necessities of the Central Government, imposes at the same 
time something like a check on its spending propensities. It 
secures to that Government the entire normal growth of the 
imperialised items of revenue and also half that of the provin- 
cialised items, and leaves to it besides the power to demand 
more than half in times of sore need. But it is expected that in 
ordinary years more than half the normal growth of provincial 
revenues will not be devoted to non-provincial purposes. The 
adoption of the soheme will place the financial system of India 
once for all on a sound basis, and bring it more in a line with 
the federal system of finance in other countries, such as 
Germany, Switeorland, and even Canada and the United States. 
In these countries, so far as I have been able to gather, the central 
and constituent governments have their separate resources, but 
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the latter are called upon in Gtermany and Switsserland to make 
special contributions on extraordinary occasions. There is <me 
safeguard which I would add to the foregoing scheme and which, 
I think, is very important. It is this, that the Government of India 
should have no power of claiming for itself a higher proportion of 
the provincial increase than 50 per cent., except in those extreme 
cases described by Lord Ripon’s Government as dire necessities, 
and that, whenever in the opinion of the Government of India 
those extreme cases arise, a formal declaration of the grounds on 
which such opinion is based should be drawn up and sent to 
the Secretary of State to be placed by him before Parliament' 
Moreover, the increase should not be allowed without the 
sanction of the Secretary of State, so that the Provincial Govern- 
ments, if they wanted to protest against it,- would have an 
opportunity of doing so. I am confident that the Provincial 
Governments in India will welcome such a settlement of the 
question. Before concluding this portion of my evidence, I may 
be permitted to remark that it would have been a matter of 
general advantage if representatives of Provincial Governments 
hsul come here to give evidence on this subject before the 
Commission. 

I have a question to ask you on the proposal you make ; but first 
of all, could you explain what you mean by expressing the wish that 
representative^ of ProHncial Governments should come here ? Do you 
mean by that that witnesses from the Bombay and Madras Govern- 
ments should have been invited to come over to give evidence On 
this particular subject of provincial finance. 

Your criticism upon what the Commission have done is that they 
have restricted themselves to hearing the evidence of people who 
represent the Central Government ? — Yes. I do not criticise what the 
Commission have done. I only say that it would have been well if the 
Central Government in India had asked the Provincial Governments 
to send representatives to give evidence. 

I quite understand. You say that, if the suggestion which you 
have explained to us were carried out, it would remove all irritation at 
present felt by the Provincial Governments ; but do you not think that 
there would be a certain feeling of irritation in the Provincial Govern- 
ments if you not only doubled their income— which you would do If 
you increased It from 17^ millions to 35 — but immediately afterwards 
took part of that away from them to give to the Imperial Government 7 
—I do not think so. 

Do you not think that there would be a little irritation t — No, there 
would be no irritation. They would know, of course, -that they have 
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to provide for Imperial Government, as at present, bat the great 
advsntag(e of that soheme would be that 50 per cent would definitely 
belong to the Provincial Governments, and 50 per cent, would be idl 
that would be taken away. 

You give the analogy of Germany. Have you never heard that 
in Germany there is a very great' deal of irritation felt over what I 
think they call the matriciUar contribution; the tendency of the Empire 
is to increase that matriciUar contribution, and — I am only speaking of 
what I have read— that increase does not tend to make the relations 
between the subordinate Governments and the Supreme Government 
more pleasant? — It is very much to be wished that exactly the same 
state of things should reproduce'itself in the Government of India so 
far as the relations of the Provincial and Supreme Governments are 
concerned. There would then be some guarantee that there would be 
some check on the tendencies of the Imperial Government; at present 
it has things all its own way. 

I do not see where the check on the Imperial Government would 
be, if the Imperial Government at the end of the time said: “We 
have spent so much, hand it over”? — No, it would not be that; the 
contract would be there. If at the end of the year they were able to 
show that some dire necessity had arisen, they would come first of all 
to the Secretary of State ; that is what I have provided. The Provincial 
Governments would then put forward their viei^'s, and. the Secretary 
of State’s sanction would be necessary : and the whole matter would 
ultimately come before Parliament. That is all that can be done at 
present. I wish more could be done, but it does not seem feasible. 

We will say at the present moment that the expenditure of this test 
year is 50 millions ; you take that as the existing expenditure ? — 
Of 1884-5. 

I am taking it for that year ?— Yes. 

And the revenue which the Imperial Government enjoyed in that 
year was a sum slightly less than that ?— Yes. 

Under the reform which you have brought before us 17^ millions of 
those revenues would be taken away from the Imperial Government ?— 
Yes. 

But they would be handed over to the Provincial Governments 
simply to get taken again ?— But there would be this advantage, the 
departments would once for all be classed as Provincial and Imperial, 
80 that the Budgets may be separate, everything may be s^arate, and 
there need not be this complication which is inevitable at present. The 
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present theory is a very defeotive theory ; all the revenues belong to 
the Government of India; they are only nominally received by the 
Provincial Governments in trust for the Government of India, and 
then the Imperial Government liands over to the Provincial Govern- 
ments so much. Under my scheme there would be a complete 
division of resources. 

Now we will confine ourselves to the advantage of the distinctness 
of account. We will say that, instead of the Provincial Government 
levying taxes on behalf of the Imperial Government, they would levy 
these taxes on their own behalf; but, as soon as they had done 
that, they would immediately have to give over in this particular year 
this very large sum to the Imperial Government. It seems to me to 
leave matters very much where they were before, and up to this point 
you have provided no check upon the Imperial Government. From 
what you have told us I think you see your way to providing a check ; 
I think you told us that, as far as the growing revenue was concerned, 
not more than 50 per cent, was to be taken by the Imperial Government ; 
is that the safeguard upon which you rely against extravagance on the 
part of the Imperial Government ?— One of the safeguards. 

What were the others ?— The other is that, if the Government of 
India wanted more, then it must draw up a declaration to come before 
the Secretary of State, and the declaration must go before Parliament. 
Of course, necessities miAt be provided for, but there would be this, 
that they would not care to submit themselves to all this, unless the 
occasion were really an urgent one. 

But, in the meantime, the expenditure is going on, and the 
Imperial Government finds it necessary to incur expenditure ; how 
would it incur it, when one-third of its revenue was taken away ? — 
But there are large balances which the Government of India has ; 
surely extraordinary expenditure might be met out of them, and it has 
powers of borrowing also. 

We are told that these balances are only carefully adjusted to the 
present necessities, and if you made further demands upon it, the 
Government would have to have bigger balances. When an extra- 
ordinary occasion arises, they must draw on their balances ? — As a 
matter of fact, there are no stringent limits about their balances ; some- 
times they drop down to 12 crores, sometimes they 'amount to 23, and 
so on. 

It has been put before us by the responsible ofScers that the 
balances, as they at present stand, are not, on the avraage dnd in the 
main, excessive for the present needs 7— Yes. 

0.-71 
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But, if the Imperial Government, carrying on its expenditure, 
cannot draw upon the Provincial Governments until the Provincial 
Governments have made an appeal home, and the Secretary of State 
has heard both sides and sanctioned the transfer of the sura, it appears 
to me that the Central Government must have very largely increased 
balances out of which to provide in the meantime ? — But how much 
does it take at a time from the Provincial Governments ? Not much 
after all, whenever it demands these contributions ; it took, for instance, 
at one time less than a million, and at another time less than a 
million. 

But, in this case, your proposal takes away at once one-third of 
the revenue of the Imperial Government ? — Yes. 

( Mr. Courtney ) That is only, as I understand it, when the 
arrangement is first made ; after you have made your arrangement 
for allocation of revenues, and your distribution of accruing revenue 
and surplus, the whole machinery would be automatic ? — Yes. 

And that is your bast guarantee; there woxild be an automatic 
revenue received by the provincial administration, and an automatic 
share given to the Central Govermnent ?— Yes, that is what I mean. 

And so, if after three or four years a crisis arose in which the 
Central Government was pinched, it wduld have to make a solemn 
declaration of the special circumstances of its situation, which should 
be forwarded to the Secretary of State, who^- would, then sanction an 
indent upon the provincial revenues V — Yes, exactly, my case has 
been very fairly put ; that is exactly what I mean. The only 
thing that I would add to that is, that, whenever the Government of 
India resumes an additional portion of the surplus of the Provincial 
Govenunents, the portion does not come at once ; it is only a small 
dribble at the beginning, but it secures that portion to, itself 
permanently. So it is not of much immediate importance in the case 
of a real emergency which wants a large expenditure at once. If 
the emergency was not a pressing one, but if the Government of India 
wished to increase its expenditure permanently, there would be time 
for them to go to the Secretary of State and get his sanction. 

( Sir James Peile ) A deficit in the Imperial Budget would 
always be an emergency such as you would look to ? — No, I do not 
think so. 

Why ? —They may meet a deficit out of their own resources, out 
of the balances for the first year ; they do not keep the balances at a 
specified level ; there have been many years where they have reduced 
the balances, and the next year, when they have better revenues, they 
make them up. 
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( Mr. Courtney ) Your hope would be that, with this ohaain l 7 ing 
before them, they would always pull up in time ? — Yes, that is what 
I mean. 

( Sir Jama Peile ) But, if they did not meet a deficit out of tiie 
balances, they would have to meet it by extra taxation, would they 
not ? — Yes, they have that power also of extra taxation, and I would 
not touch their power in that respect. 

( Chairman ) But you are only going to allow the Imperial 
Government, under any circumstanoes, 50 per cent, of the increase of 
the proceeds of taxation? — Yes, 50 per cent, of the provincial revenues, 
in addition to the whole 100 per cent, of its own revenues. 

The whole of its own, yes ; but only 50 per cent, of the increase 
of the provincial, and, therefore, to that extent you increase the 
powers of the Provincial Governments to spend ?— Yes. 

That being the case, it is very probable, is it not, that the Impe* 
rial Government would find itself short ?— I do not think so. In the 
year taken by Sir Charles Elliott it required 50 per cent, of the provin* 
cial revenues to make up its budget ; last year also in the Supreme 
Legislative Council this same point was pressed by a non-official 
member, and on that occasion he divided the Budget in the same 
manner as this. Last y^r the Budget was, say, 96 millions ; out of 
that 48 were Imperial and 48 Provincial, according to this scheme. 
Weil, out of that 48 the Provincial Governments spent 24, and contri- 
buted 24 to the Imperial Treasury, so that the scheme would automa- 
tically work like that. The Imperial Budget would be Imperial 
receipts, plus contribution from the Provincial Governments ; the 
Provincial Budget would be so much revenue, minus so much contri- 
bution to the Imperial Government. 

What you want really to do is, is it not, to secure to the Provincial 
Governments of India what you think is a fairly sufficient revenue 
with which the Imperial Government could not meddle ?— That is my 
object. 

And, in order to get that end, you would not mind leaving the 
Imperial Government to the necessity of imposing extra taxation, 
which otherwise might be avoided ? — Well, they avoid it at present by 
starving the most useful things ; I do not approve of that ; they starve 
education, and all that 

But it is necessary that we should understand whetiier ypu do not 
shrink from extra taxation in order to secure to the Provincial 
Governments that revenue ?— -I do not shrink from that, because I know 
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that lh9 Qoyemment would not care for that unpopularity, and that 
the taxable resources are nearly exhausted now In India. . 

Now we come to the progress of expenditure, and, perhaps, you 
would give us your views upon that subject ?— Yes. Our expenditure 
shows a large and continuous growth since the transfer of the Govern* 
ment of India from the Company to the Crown, and recent changes in 
the frontier policy have accelerated its pace in an alarming manner. 
Excluding railway receipts, the average expenditure for the 6ve years 
preceding the Mutiny was about 30 crores. It now stands at over 
73 crores, nearly times what it was before the Mutiny. Increase of 
expenditure taken by itself as a feature of national finance, is not 
necessarily open to any serioils objection. Everything depends in 
this matter on the nature of the purposes for which the increase has 
been incurred, and the results produced by such outlay of public money. 
In the United Kingdom, in France, in Italy — in fact, almost every- 
where in Europe— there have been large increases in national expendi- 
ture during the last 30 years ; but the increase in Indian expenditure 
daring this time differs from the increases elsewhere in a most funda- 
mental respect. While increased expenditure in other countries under 
proper popular control has, so far as we are able to judge, helped to 
bring increased strength and security to 4he nations and increased 
enlightenment and prosperity to the people, our continually growing 
expenditure has, in our opinion, under s^tocratio ^management, 
defective constitutional control, and the inherent 'defects of alien 
domination, only helped to bring about a constantly increasing 
exploitation of our resources, retarded our material progress, weakened 
our natural defences, and burdened us with undefined and indefinite 
financial liabilities. 

May I stop you there for a moment and ask you what you mean 
by “ increasing exploitation of our resources has retarded our 
material progress”? — Yes. What I mean thereby is this. The 
resources of our Empire are really vast ; but the great dii&oulty in 
India is about capital, and we are unable at present to take advantage 
of these resources ourselves, but our hope is that in course of time we 
might be better able to spend money in that direction, and then we 
should bo able to utilise our resources for ourselves. At present, owing 
to the vigorous manner in which railways are constructed, and the 
way in which foreign capitalists are enoour^ed to invest their money 
in India, the result is that we get only the wages of labour, while all 
the profits that are made there are taken out of the country and our 
resources are being utilised by others. 

Than you would prefer to have gone without the railways all the 
ti m e ? Your Idea of improving the material prosperity of India would 
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have been to have adopted none of these tmprovementa such as railroads, 
which most people think tend to develop a country Well, I am not 
quite so sweeping in my assertion. I do not mean that the railways 
themselves are to be condemned— all the railways— but the manner in 
which the Government are going in for more and more railways, 
starving more useful things, is an objection ; and this has resulted in 
the exploitation of our resources by the indigo, tea, coffee, and other 
planters. The policy of free trade has, moreover, been forced upon us 
too early, thereby destroying all our important industries that existed 
before, and throwing all the people on the precarious resource of 
agriculture. 

Do you consider it a great drawback in the development of Indian 
resources that a great tea trade has been established, which has gone 
very far to put India in the place that China formerly occupied as 
supplying England with tea ?— So far that would be an advantage, 
but the profits go to Europeans ; and if we were able to accumulate 
capital the — 

But, if this capital had not come from this country, this new 
industry would not have been developed ? — That is so. 

. It is quite open, at the present moment, to Indians to use their 
large resources, if there are large resources, in cultivating this tea ; but 
apparently they do npt do it ?— We have very little capital to invest 
in these industries. 

And, therefore, no improvement would take place and at the 
present day you would be cultivating as you were 50 or 100 years ago, 
because you have not got capital. In such a case is it not an advantage 
to a country to be able to borrow capital, and borrow it cheaply, in 
another country, in order to help the development of its resources ? — 
But, if I had a vast property myself, I would rather allow that property 
to remain as it is, with the consciousness that I may make full use of 
it when I have the moans, rather than allow somebody else to come and 
use it and give me only a pittance, the outsider getting all the rest; it 
is my property. 

I only want to understand your view. You would have had no 
railways ; you would not have had very good roads, I think ; and none 
of these trades would have bean developed. Do you think that would 
have bean for the benefit of India ?— I did not say that there should 
have been no railroads at edl ; but my complaint is about the 
manner— 

I think you say in one part of the paper which you have given 
me, that you think that at the present moment railroads ought only 
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to ba executed but of surplus revenue ; that is to say, that India should 
make her omn railroads Yes. 

It is another form of saying it ?— Yes. 

And that principle you would have applied from Lord Dalhousie’s 
time forward ? — No, I should not have done that. I think we must be 
up to the times after all ; and the main trunk lines would have been 
constructed. 

Therefore, it is only a question of difference of degree ; t&e main 
policy was right, and the main policy was a bsnefit to India, inas- 
much as it introduced these improvements which have been adopted 
by every other country under the sun ; and on the whole, you would 
not have liked India to have bean left entirely without a share in 
these improvements ? Your difference of opinion with the Indian 
Government is that they had been pushed too far ? — That- is one ; and 
1 look at the motive power which sets in motion the whole machinery. 
No Viceroy goes out to India, but a body of merchants waits upon 
him in England and says, “ You must do something for railroads,” 
and so on ; there is a feeling in India that these railroads 'are mainly 
undertaken in the interests of the English’ commercial classes. We 
have got the main trunk lines ; we would rather go without the 
others. 

What 1 understand is, that the foreign English capital should 
have made the main trunk lines, and nothing .more should have been 
done, unless out of surplus revenue. I think you have rather minimi- 
sed the surplus revenue ; that amounted to very little, in your opinion, 
did it not ; at the present moment the surplus revenue is not very 
much ? — Yes. 

And, therefore, you would be practically putting an end to all 
railroad expenditure at the present moment? — They might make 
economies and have a larger margin ; if they are really anxious for 
these railways, they might make economies and have a larger margin, 
and devote that margin to railways if they please. 

{Sir William Wedderburn ) They need not have expeditions to 
Ohltral ?— They might very well dispense with those ; that is what 
we think. 

( Chairman ) This, of course, is a perfectly fair argument to put 
forward ; but it is always accompanied by the argument on the other 
side that competent people thought these things necessary ?— That is 
so ; but in the House of Commons the members who criticise are not 
military experts themselves, and yet they do not feel timmselves 
debaR(^ ftova criticising. 
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Wi)l you tell us how the making of railroads has retarded your 
material progress because you say “ that the increasing exploitation of 
our resources has retarded our material progress ? *’ — Well, this free 
trade policy that has been thrust on the country has killed all our 
industries, Ko colony has accepted this policy. The result is that 
our people are growing poorer and poorer, because they are all thrust 
back on agriculture. Sir James Caird*, in his report, says that there 
are so many idlers now connected with land ; I believe half the number 
would do the agricultural work ; and the other half are kept on land 
because they have nothing else to do ; and the result is so much labour 
is practically idle there ; and the old industries that we had are swept 
away under the competition of st^am and machinery; so that has 
retarded our progress. 

Then the opening of fresh trades must have the opposite effect, 
must it not ? — But that is very little ; we get only wages there, and 
everything else goes out. 

Quite so ; but you speak of the people not having anything else to 
do except being on the land, the consequence being that too large a 
population, as I understand, are being employed on the land. Any 
new trade opened must find larger empbyment for the people, and, 
therefore, be beneficial ?^Your Lordship should take both parts of my 
scheme, namely, protection coupled with that. Then, of course, our 
other industries also (Would remain ; and the result of it would be that 
our unemployed would find work there. After all, it is the ideas that 
mould these activities ; and our contact with the West has given us 
the necessary ideas. 

1 want to keep to the question 1 was putting to you, namely, 
there are too many people on the land ; opening of fresh trades, and 
thereby finding fresh employment, must tend to relieve that glut, 
must it not ? — That is true, so far as it goes. 

And, therefore, when you get within 50 years an enormous new 
trade like the making of railways— I think I am right in calling it 
enormous — there is a tendency in that direction, is there not ?— Econo- 
mically I must admit that it has a tendency in that direction ; but I 
do not approve— 

I am only taking that as an instance ; and any development of 
Indian resources, that 'gives employment to labour, has a tendency to 
relieve this glut, has it not ?— Yes ; but those men were already employ- 
ed before ; not these exactly, but those who represented them in the . 
old days. 


1, m foot-note 1 on p. 13. 
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But you have just told us that there are too many on the land 
now ?— Yes, because our industries have been killed by free trade. 

And lyhen other industries are opened up, those new industries 
tend, so far as employment is concerned, to redress tlie balance ? — 
That is true ; but you should never have forced free trade upon us and 
killed our old industries. 

Then your remedy is protection ? — Yes. India needs protection 
very badly ; that is my view. 

Then it comes to that, that your remedy is protection ? — Well, 
yes ; though the evil has already been done. 

Is the feeling that protection is necessary universal throughout 
India ? — So far as 1 know that is the general feeling. We are like 
the colonies in that respect. 

( Mr. Naoroji ) What is the reason they were not able to take up 
these industries, such as tea or any of these industries, or any of these 
enterprises which the foreigners came and took possession of ; is it not 
because our capital is carried away from the country ? — Yes, that 
is BO. 

Is not that at the root of the whole thing ? — Yes ; it is at the root 
of the whole thing. ^ 

If that were not so, and we were able to preserve what we produce, 
we should be able to welcome the foreigners to do what thej)’ liked, and 
wo should bo able to compete on equal grounds with them ? — Yes, 
exactly. 

Otherwise, we are reduced to mere labourers, hewers of wood and 
drawers of water ; whereas now, of the profits of all these new improve- 
ments and trades and manufactures introduced into the country 
nothing remains ; those profits are all taken away by somebody else ? 
-Yea. 

Because we ourselves cannot devote our money or our capital to 
the subject ; is not that so ? — That is so ; I would give one illustration 
which would make my meaning clear. It is like a house in which 
there is only one person, and that is a paralytic, and there are a 
number of good things in the house. The person himself can take no 
advantage of those good things ; but other people come in, throw a 
pittance to him and take away all those things ; it is almost like that. 

( Chairman ) Take them away I But ’they buy them ? — Well, 
they say they buy them. 

There is a price given for them ? — But only a very inadequate 
price. 
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r ' Take the case of a railroad ; that costa money to make, does it 
not ? — Yes, it does. 

That money has -been supplied from here ? — Yes. ■ ■ 

Is not that buying ? Is not that a case of buying a . portion 
the receipts of the railroad back again? If England senda^er 
500,000/. worth of rails which are laid down, for the moment > that 
posts India nothing. England buys a certain share of the proceed of 
this industrial undertaking by providing these rails ; is not that an 
exchange between the two countries ? That is not taking the things 
out of the Indian’s house without paying for them ? — I do not say 
without paying : you throw a pittance to us in the shape of wages j 
the profits are all taken cledn out. „ 

Is it not the case that the whole work has been done, pr the great 
part of it has been done, by goods which Englishmen have -Vonght 
and sent over ? — Yps. 

Plant? -Yes. 

And in all fairness has nut the return been a perfectly fair 
bargain between the two countries ? — But they are our iresourcCs ; 
why should English capital alone find its investment there ? 1 

Byt there is nothing te prevent your resources being emplojfed^ 
only you say you have not got them ? — The natural resource? are 
our own, the land is ouj own, everything is our own. _ ' 

At all events you could subscribe to those railroads and find the 
capital for them, but you do not ? — We have no Capital. • 

As far as 1 understand, the English Government would be only 
too glad if you would pour out your accumulated wealth to buy these 
railroads, but you will not ? — There is not much accumulated 
wealth. ' , 

( Mr. Naoroji ) Is it not the case that we >cianncidt buy them 
because our capital is taken away by somebody else ? — .Yes, what 
would otherwise be our capital. 

We have not the capital to pour out, otherwise we wo^ld be only 
too willing to devote it, and leave the foreigners also to come in with 
their capital ? — Yes ; if . what the nation might have saved in normal 
circumstances had remmned in the country, we might have been 
much better able to take advantage of those resources. 

( Chairman ) I think we had better pass” oh ? — Compelled to 
meet the demands of a forward Imperial frontier policy and th? 
exigencies of consequent Imperial defence, and constantly' borrowing 
for commercial enterprises, often undertaken in consequence of the 
a.-7* 
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pressure of English oommeroisl classes, our Indian Grovernment has 
little money to spare with all its increase of taxation, for purposes of 
national education. Nor has it been able, amidst constant embarrass' 
ments of the military budget, to forego some prospectlre land revenue 
by granting the boon of a permanent settlement to provinces ripe, and 
more than ripe, for the concession under the conditions laid down in 
Sir Charles Wood’s and Sir Stafford Northoote’s despatches ( 1863 and 
1867 ), nor again has it found itself during all these years in a position 
to carry out pressing administrative reforms like the reforms of the 
I>olice, and the separation of judicial and executive functions. It is 
this feature that marks the difference between the growing expendi- 
ture of British India and that of other countries, and constitutes our 
national grievance in respect of "the administration of our national 
expenditure. Whereas the capacity of the country to bear increased 
burdens is growing perceptibly less, our expenditure, under the 
existing conditions of administration, is rising higher and higher, 
necessitating a heavy incidence of taxation, exhausting all our fiscal 
reserves, and, what is still more alarming, thrusting on our hands 
expanding responsibilities. 

Are you prepared to prove that the capacity of the country to bear 
increased burdens is growing perceptibly less ? — 1 think so. These 
famines— this present famine, for instance, and the suffering that it is 
causing — are good evidence on the point. The people now go down at 
the first touch of famine. * . * 

But when you say that the capacity of the country to bear 
increased burdens is growing perceptibly less, I think, on the whole, 
the evidence placed before us has shown that, apart from increase of 
taxation, revenue has grown. You say that it is perceptibly growing 
less ; but, on the contrary, it is perceptibly growing better ? — My view 
is that the people are growing less prosperous ; we perceive it Men 
who think with me perceive that the people are growing less and less 
prosperous. 

The outward and visible sign is the capacity to pay the same 
amount, or a larger amount, of revenue where there has been no 
difference of taxation. If the produce of taxation increases, it certainly 
is not a perceptible sign of incapacity of the country to bear increas- 
ing burdens? — ^There is another thing also — increased burdens. I 
mentioned, and the Gkrvernment themselves have admitted it in several 
places, that it is not possible to impose increased taxation on the 
Indian peq;>le. That is one thing ; and, secondly, your Lordship might 
look at the income-tax returns, for instance. For all practical purposes 
the income is steady, and there is the normal growth of population. 
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Still we feel that the capacity of the country is growing relatively 
less. 

Will you go on ?— Under the Company’s Government things were, 
on the whole, managed with economy, and increase of taxation was, 
as far as possible, avoided, which is a characteristic feature of our 
pre*Mutiny 6 nance. The conquest of the country oompieted, the 
Company’s Governmem entered, in 185^53, upon a career of admini- 
strative improvement and internal progress, and did much in both 
directions without increase of public burdens. And during the next 
five years the fiscal system was reformed, the police was reorganised, 
the judicial and other establishments were revised with largely 
extended employment of natives in some of the higher branches, and 
great activity was shown in regard to public works. Over two erores 
a year were spent on canals and roads and buildings, and arrangements 
were made with railway companies for the construction of the main 
trunk lines of railway communication; and yet the expenditure was 
under 30 erores. Then came the Mutiny ; it was a serious national 
disaster. It added 47 erores to our National Debt; and our permanent 
annual expenditure increased at one bound by about 9 erores, the olvll 
charges going up from 11‘7 erores to 15*8 erores, the Army from 12‘7 
erores to 14-9 erores, and *intere3t from 2-9 to 5-5. The cloud of 
distrust, suspicion, and prejudice, then raised, still hangs over the 
country and q^sts its blighting shadow more or less over the whole of 
our Indian finance In respect of military exponditure-HSO, too, in 
regard to the extended employment of natives in the higher branches 
of the civil and military services of the Crown— the effects of the 
Mutiny are still broadly visible. I beg to be allowed to put in two 
statements here which 1 think will help the Commission to comprehend 
at a glance the progressive nature of our expenditure. The first state- 
ment gives figures of total expenditure minus railway receipts, figures 
of the exchange charge, and, lastly, figures of total expenditure mma 
railway receipts and exchange for the last 40 years. The second 
statement divides the period from 1862 to 1895 into three periods— the 
first from 1862-1870, that of centralised finance ; the second from 
1871-1881, that of partially decentralised finance; and the third from 
1882-1895, that of decentralised finance.* 

I understand these figures to include the revenue so decentralised, 
do they not? It is the total revenue in each case ?— Yes, the total ; 
and the statement gives the salient facts connected with our expen- 
diture during all these years. Both these statements have been 
prepared from the annual financial statements. > 


SM pp. 473-477 above. 
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Th0 table which you put in is ft very , iuterestiug one; hut of 
course it is Impossible for you to give us these long columns of figures ; 
and I would ask you to look down and give us two or three figures out 
of it, in support of what you are saying ? — Yes. Well, what I meapt 
was that, if these statements are put in as appendices to my evidence 
( they have been prepared with great care ), they will illustrate this 
point : I say that the periodical averages, withcKit exchange, have been 
as follows: 1842-3 to 1856-7, 30*8 orores; that was the first level. 
Then ^during the four ye’ars, \yhioh were very disturbed, after the 
Mutiny, there was an increase of 16 crores, 46*1 ; that was the average. 
That level was practically maintained during the next, 10 years. From 
1862-3 to 1870-1 it was 46-9 ; from 1871-2 to 1881-2— that was a disturbed 
period of war and famine— it went up to 53‘9. From 1882-3 to 1894-5, 
which has been a period of expeditions and increase of military 
expenditure, and so on, the increase, without exchange, has gone up ^ 
on an average, from 53*9 to 58'8. With exchange, the figures are 
much worse ; they are 30*8 ; 46*1 ; 46*9 ; 55*8 ; 65*4. 

Now you follow that with six statements ?— Two make up each 
division;: there jwe three. divisions, three periods into which I have 
dlvild^d the whole ifrom 1860 to the present. In 1860 our finances 
wer^ pliped (® th^r new bfiosis^ by Mr. Wilson^ , 

* is tiite the table, that you call ** post-Mutiny period ” ? Post- 
MuUiiy -period, Division I, from 1862 to 18W-1. I ^would ask the 
i«iiulghucie'Of*the 'Commission only for two or three minutes while! 
point out the most salient points. I would not weary them by reading 
all 4hese ; but I would point out— 

‘ Would you point out the object you are aiming at; then, if the 
tables are put in, we can see in detail how you work it out ? — 1 have 
tried to point out, first, what have been the elements of uncertainty 
during each period, and how those elements have gone on increasing 
until at last they have got to quite a large number now. Then I give 
a list of the fiscal reserves during each period, and I proceed to show 
that those are now nearly exhausted. The Gk)vernment has been 
drawing not merely upon the old reserves, but upon several ^other 
reserves. : — : 

Perhaps you would give us what you call the elements of uncer- 
tainty?— During* the centralised period, the elements of unoe^intilf 

l. Jam 9 s WUsoH ( 1803-1860). member, House of Commons { 1847-39 )•<; joint 
secretary, Board of Control j 1848-32 ) : Snaabia) aecretary to the ^^neaaary; 
(1833-38): vice-president, Board of Trade (1839j^£ first Fii|ance M^bwi 
Viceroy's executive oouncil ( Nov. 1839 till bis dteth ) : reorganised Ionian 
finances: imposed income-tas : created a paper currency : founded the Bccn6^i$t 
(1843). ' 
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wero War Office demands, about which the Government of India 
itself has said it did not know what might be thrust upon it ; then 
demands for publie works under the pressure of the commercial 
classes; then, the opium revenue having become uncertain, the 
fluctuations in the opium revenue ; and the railway finance. These 
were the elements of uncertainty daring tha- fisstj period. The fiscal 
reserves were balances, taxation, and curtaikRen( of optional expen- 
diture, that is, public works. Now, if your Lordsl^p will turn to the 
second division, there the elements of uncertainty and the fiscal reser. 
ves are mentioned of that period ; War Office demands ; famine and 
protective action ; public works ; commercial demands ; opium ; and 
railway finance ; they remained as 'they were. Exchange is added 
now as another element of uncertainty. 

Which table are you on now ? — It is the post-Mutiny period 
1871-2 to 1881-2, Division 2. Two more elements <rf\fhoertainty have 
been added, in the shape of exchange and exigencies of Imperial 
policy in Central Asia. The taking of Khiva brought on a change of 
policy. The fiscal reserves were balances, taxation, curtailment of 
public works, optional expenditure, and fahiine 'grant. That came 
under the fiscal reserves. Then during the third period, the elements 
of uneertainty during thsf period — five of those were the old ones ; 
then exchange, and Imperial policy in Asia, conquests and frontier 
protectorates ; thete am the; expeditions and other things. They are 
an additional element of uncertainty. The fiscsd reserves were balan- 
ces, taxation, curtailment of public works; Optional expenditure^ 
famine grant, contributions from Proyincial Governments, periodical 
revision of provincial contracts, transfw of public works from revenue 
to capital, as has been done in the case of strategic railways, and so on. 

Then these six tables are ^really an analysis of the different 
causes which have affected Indian finance during the time ? — Yes ; 
they are an analysis of the financial statements and the appropriation 
reports of the Government of Indie for the last 30 years and more ; 
they are intended only to give a clear idea of how our finance is 
getting more and more embarrassed, showing how the clouds are 
gathering thi<^er and thicker. 

Now, Is there any conclusion, which you ^ou\d like to put before 
us, you have yourself drawn from ttiesi^ tob\es ? — Yes, the 
conclusion is just this, that the position is b^^iil^^orse and worse, 
and might become lu^elsss, if not*loo)ced^^^yt tiifie. Here are the 
noteworthy features that I have j^v^ side of each 

sliedt I give the factd, andf on |h| ris0t-side t^e , rem arks ; and 

in these remafks my opinions are'»pr^^ aWWF^oarTjordship will 
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allow me I will read those remarks — they are nearly the same ae 
I have already explained : ( 1 ) Large administrative improvementa 
were required after the Mutiny ; (2) Provinoial administrations made 
increasing demands for varied local improvements, not being them- 
selves responsible for funds ; ( 3 ) Public opinion in England urged 
measures for material progress ( deemed neglected by the East India 
Company ) ; ( 4 ) The commercial interests of England demanded 
improvements of communications and other public works ; { 5 ) The 
recurrence of famines emphasised the obligation of the State as to protec- 
tive works ; ( a ) Private enterprise encouraged in all ways ; ( 6 ) State 
agency Mnoe 1867 employed to co-operate ( 100 orores in all spent on 
public works ) ; (6) War OSioe measures in respect of the British Army 
imposed a net charge of 450,000/. due to amalgamation and unequal 
partnership; total expenditure rose from 42*9 to 49-3 ; expanding de- 
mands for expenditure, ( i ) General administrative improvement ; 
( ii ) Public Works, productive, ordinary, protective ; ( iii ) Provinoial 
needs ; ( iv ) War Office demands ; ( ii ) and ( iv ) beyond the control of 
Government of India ; necessity for limitation of expanding demands ; 
in respect of ( iii ) provincial decentralization carried out, 1870-71. 1 
have brought in here the salient points of the dnanolal system and its 
working during the first period. During the" second period ( a ) it was 
an abnwmal period of war and famine; (b) English public opinion 
continued to urge measures of material progress, yet p;iblio works 
expenditure had to be reduced, which fell from 100 orores to 70 orores 
during the period ; ( o ) The famines and the vast expenditure requir- 
ed led to the formation of a famine insurance fund, yet the fund was 
diverted to war : ( d } Fresh War Office charges amounting to 48 
lakhs due to amalgamation dame upon ths Indian Budget for increase 
of military efficiency ; ( e ) What disturbed Indian finance most was a 
change of policy on North-Western frontier. Imperial policy in 
Central Asia entered upon a new phase with Russia’s conquest of 
Khiva. Afghanistan was given up as a neutral zone, and the Amir 
was promised material and moral aid against unprovoked foreign 
aggression, a change of policy which converted Afghanistan virtually 
into a British frontier protectorate. The line of the Indus was given 
up as the border line of British India. Indian finance was loaded with 
cost of schemes of Imperial territorial expansion in Central Asia ; and 
a preponderance came to be given to' military considerations in our 
financial arrangements, and Indian interests were subordinated to the 
exigencies of Imperial policy ; (f) Exchange difficulty increased. Total 
expenditure increased by 9*7 orores. Expanding demands, (1) General 
administrative improvement; (2) Public works, pressure of English 
pommerolal interests; (3) War Office demands (amalgamation):; (4) 
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Treasury Office demands, Central Asian Imperial policy i (5) Excffiange ; 
(^)> (3), (4), and (5) all beyond the control of Government (rf India. In 
respect of (1) further decentralisation. In the third period (1) the 
period was a disturbed period of war, panic, and military precautionary 
measures and territorial annexations, costing us about 70 crores 
during it; (2) English public opinion pressing for material progress, 
the commercial interests demanding railway extensions, the local 
services clamouring for increased pay and pensions, and exchange 
compensation, the strain on Indian finance was severe ; (3) Develop- 
ments of Imperial iwlicy in Asia involving us in large trans-frontier 
and other liabilities ; Upper Burma and other frontier provinces thrust 
on our hands for administrative development, which means vast 
future outlay. India now in touch with the great powers of Asia is 
necessarily pledged to vast military expenditure. Indian defences 
weakened. Indian finance at the mercy of military considerations. 
Indian armies increased ; (4) Exchange difficulty enonnously increased 
concurrently with a fall in opium. Grant of exchange compensation 
allowance. Total exi>endituTe increased by 14*44 crores as against 9*7 
and 6*4 of the previous periods. Expanding demands, (1) Public works ; 
(3) War Office demands; (3) Demands of Central Asian policy ; (4) 
Exchange, all beyond the control of the Government of India. Taxar 
tlon having reached its 'utmost limits, the enormous growth of 
expenditure during the period leaves us no fiscal reserve ; yet elements 
of uncertainty and instability of Indian finance have largely grown, 
and the Government of India is compelled, in the interests of financial 
Bolyency, to be able to meet fluctuating and expemding uncontrollable 
demands, to keep tight its hold on every fiscal resource, limiting the 
means of the provincial administrations on the one side and reserving 
its freedom of action in regard to famine grants, productive public 
works expenditure, and provincial contributions. 

We have already dealt with the question of Imperial and Provin- 
cial net expenditure ; perhaps, therefore, we may pass on now to 
military expenditure ?— Yes, military expenditure. No student or 
critic of Indian finance will fail to be struck by the position which 
military charges occupy in the administration of Indian expenditure. 
It is indeed difficult to enter into a thorough examination of this 
branch of our expenditure without raising a discussion about certain 
matters of policy which have been held to be outside the terms of this 
Commission’s reference. My friends, Mr. Morgan Browne and Mr. 
Wacha, have, however, already placed the views of the Indian people 
on some aspects of this subject before the Commission, and 1 have no 
wish to go over the same ground again. I will, therefore, content 
myself with a statonent of certain additional facts connected with 
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oar military expenditure, leaving the Commission to draw its own 
oonclusions from them. 

The strength of the Army in 1894-5 was : 

Standing army ... ... ... ... ... 219,778 

British troops ... ... ...73,119... 

Miscellaneous British officers ... ... 921... 

Native troops, including British officers ....145,738... 

Native Army Reserve ... ... 13,862 

Volunteers ... ... ... 29,089 


Total of armed strength on mobilisation... ... 262,729 
A strength even smaller than Japan 
commands and aliout equal to 
that of Greece. 

Its cost in 1894-3 was : 


Bx. millions. 

Ordinary expenditure ... 20*0 

Military works ( ordinary ) ... 1*1 


Total ( ordinary ) ... 2M 
Special expenditure during the year ... >6 

Exchange ... ... ‘ ... 3’6 


25'4 

Ratio of ordinary military expenditure to total expenditure, 

25*4 

excluding railway receipts, for the year = nearly 35 per cent, 

thus comparing with what we have in other countries. 

Millions £ 


United Kingdom 


17 8 
,91-3 


= 19 per cent. 


France 


25-9 

138-0 


= 19 


ft 


Italy 

Japan 


-n 

72-4 ” 

*•6 ifi 
16*2" ® ” 


•58 

"iT 


= 13 


>» 


Greece 
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Millions £ 

British India 

254 .. . 

... s 35 per oeni 

or omitting exchange 

••• ijpj = 30 „ 

Russia 

23-9 

115 " 


The growth of our military expenditure, excluding all exceptional 
items, exchange, and even military works, has been as below : 


Years. 

Average Strength. 

Avorage 
Expendi- 
ture in 
Millions 

Bx. 

British. 

Native. 

Total 

1837-8 to 1856-7 

43,826 

222,915 

266,741 

1085 

( 20 years ). 


1861-2 to 1873-4 
( 13 years ). 

62,458 

123,881 

186,340 

15 68 

i 

1874-5 to 1880 1 
years ). 

^ 61,884 

122,556 

184,441 

16-17 

1881-2 to 1884-5 

57,975 

119,739 

177,714 

16-55 

( 4 years ). , 



1885-6 to* 1894-5 

70,704 

140,682 

211,387 

18-25 

( 10 years ). 


1894-5 

74,040 

145,738 

219,778 

20-1 


Taking, according to Mr. Kellner’s' estimate, seven native soldiers 
as financially equal to three European soldiers, we may summarise 
the periodical expenditures on our Army thus ; 


Period. 

Total 

Strength 

European 

Standard. 

Total 

Cost in 
Millions 

Bx. 

Charge 

per 

Combatant 
in Bupees. 

1837-8 to 1856-7 ... 

139,383 

10-83 

778 

1861-2 to 1873-4 ... 

115,550 

15-68 

1,357 

1874-5 to 1880-1 ... 

114,408 

16-17 

1,413 

1881-2 to 1884-5 ... 

109,291 

16-55 

1,515 

1885-6 to 1894-5 ... 

130,996 

18.25 

1,393 

1894-5 

140,400 1 

20-1 

1,430 

1 


Military Accoantaat-Geseral to the Goverameot of India. 
Q.-73 
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What Mr. £ellner is that ? Is that the gentleman who was for a 
long time in the Indian service ?— Yes ; he gave evidence before the 
Fawcett Committee. 

( Sir DoncUa Stewart ) Where did you get those figures, because 
they do not sound to me to be quite accurate, or nearly accurate, about 
the strength ?— From various sources—" Army Commission’s Report,” 
"Army List,” “ Statistical Abstract in fact, it has been a matter of 
very great labour. 

( Chairman ) How did Sir George Kellner arrive at his equation 
between the seven native soldiers and the three Europeans ?— From his 
knowledge of the Indian Army ; that is all I can say. I am unable to 
go into that question, because I ' do not know the details ; but his 
opinion has often been quoted. 

( Sir Donald Stewart ) Do you depend upon this statement that 
the Army has been increased in the year 1894-5 by 4,000 men ?— It is 
not like that ; it is over the average during the 10 years— the average 
was 70,000 for 10 years. The increase that was contemplated in 1885 
was not carried out at once. 

In 1884-5 you say it was increased to 74,000 ?— But in 1893 also 
it was nearly 74,000. 

Is it the average over a series of years ?— It is the average for the 
10 previous years. ♦ - 

( Chairmtn ) But what Sir Donald Stewart means is that you 
have given 1894-5 alone ? — That is shown separately, because that is 
the present strength. 

( Sir Donald Stewi't ) Is that the present strength ? - Yes. 

Then I think it is wrong ?— I am open to correction ; but if only a 
copy of the latest Statistical Abstract is given me, I will point out. 

I think about 71,000 is what it ought to be ? — I think for 1894-5 I 
have taken the figures from the Statistical Abstract. During the 20 
years preceding the Mutiny, a most eventful period of war and con- 
quest, we had under the Company’s rule an armed force about as strong 
as now, but maintained at nearly half the cost, the charge per combat- 
ant being Rs. 775, The Mutiny came, and the transfer of India to 
the Crown followed ; Army amalgamation was carried out, a Staff 
Corps formed, and other changes in Army organisation effected, and 
our military expenditure rose at a bound to 14-89 crores from 10*85, 
the average of the pre-Mutiny period. It has gone on ever since 
steadily increasing till we come to the present year, when it stands at 
full 20 crores, exclusive of exchange, the strength being about the 
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same as before the Mutiny. Now, I make a few observations^ u ) 
Looking to the composition of the Army we have 74,000 British troops 
to 145,738 native troops, or almost exactly in the proportion of 1 to 2. 
During the 20 years preceding the Mutiny, the proportion of British 
to native troops was 1 to 5, and sometimes much lower. The out- 
break of 1856 followed ; a Royal Commission inquired into the matter 
in 1859, and in its report submitted the following recommendation to 
Her Majesty : “ As regards the third question, the proportion which 
European should bear to Native corps in cavalry, infantry, and artil- 
lery, respectively, your Majesty’s Commissioners are of opinion that 
the amount of Native force should not, under present circumstances, 
bear a greater proportion to the European, in cavalry and infantry, 
than 2 to 1 for Bengal, and 3 to 1 for Madras and Bombay respec- 
tively.” The proportions thus laid down wore recommended in view 
of the cirourastanoes of the disturbed period, and were not absolute, 
precluding all future modidcation as things should change. The 
present organisation, however, practically rests on that recommenda- 
tion, the proportion being, as a whole, as 2 to 1, the differential propor- 
tion recommended for Bombay and Madras being ignored. Taking 
the recommendations of the Royal Commission and looking to the 
local distribution of the armies; we have — 


’ * 

Nafive 

Troops. 

British 

Troops. 

Excess of British 
Troops over the 
accepted Standard. 

Bengal ( } ) ... 
Madras(i) ... 
Bombay (1) ... 

84,614 
, 32,306 

: 28,878 

1 

46,379 
14,195 J 1 
13,466 j 

4,072 

7,266 

11,338 


This is the amount of excess British force over the accepted 
standard which we have in the country, and I submit that there is 
nothing in the present condition of things to justify such a large 
departure from the recommendations of the Commission; things 
admittedly have changed for the better, and with our increasing 
appreciation of British rule, and growing attachment to Her Majesty’s 
throne, we should have expected the proportions to be modified the 
other way. As it is, we have on our hands an excess fOroe of more 
than 11,000 British troops, and taking the cost per European emnbatant 
at Rs. 1,430 a year, this excess force burdens our military budget with 
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a needlflsa 11 ororas, or more exactly Rx. 1,573,000. 11 ororee a jvea 
is rather too heavy a charge for a poor country to bear unneoesBarily. 

( Chairman ) You observe that the report of the Commission, 
from which you quote, is very nearly 40 years old ? — Yes. 

Many things happen in 40 years, do they not ?— Yes ; but the first 
proposals were made by that Commission; and the Government have 
always taken their stand on the recommendations of the Commission. 

( Sir James Peile ) Do you know that Lord Ripon said that his 
Government had most carefully and thoroughly considered the question, 
and had come to the conclusion that one European soldier to two 
natives is the right proportion ? — That is true : but this was a Royal 
Commission that investigated the subject. 

Lord Ripon’s investigation was a great many years after the 
Commission ?— I know, but it was an investigation by the Government 
of India itself; this was by a Royal Commission. 

You could not trust Lord Ripon to take care of the interests of 
India I should not like to say that; that is a very diGRoult question 
to answer in that way. 

( Chairman ) Would you not lay any stress upon the inquiry 
made by the Government of India itself attach more importance 
to a Royal Commission’s inquiry. ^ 

{Sir Donald Stewart) That was the result of the inquiry of a 
commission of Indian officials ?— Yes, the Ar.my Commission of 1879 ; 
in fact the Secretary of State and the Government of India have all 
along been assuming in their despatches that the proportion should be 
one to two; but the original recommendation on which the whole thing 
was based is what I have given, and I only wanted to bring it out ; 
that is all. 

[Chairman) Will you go on?— Tne strength of our existing 
army is further in excess of the military needs of the country, as laid 
down by the Army Commission of 1879, by the recent increase of 
30,000 troops. That Commission even contemplated, among other 
things, in framing their estimate of our requirements, "the contingency 
of (^orations beyond the frontier, not merely against Russia, with 
Afghanistan as our ally, but against Russia assisted by Afghanhton, ” 
and as Mr. Ilbert and Sir A. Colvin in their dissent point out, no 
oiroumstanoes have arisen which necessitated these augmentations. 

But again, the existing organization (tf our army is so faulty that 
it imposes a needlessly grievous burden on the Indian Exchequer. Our 
army b always practically on a war footing ; we have no peace esta- 
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blishment prefer ; and the strength we could mobilize in an emergency 
is— including volunteers and reserves —not more than 352,719 men all 
told. And it is for such meagre armed strength that we have to spend 
under the present vicious system 25 crores and more a year. While 
most countries in Europe have adopted short service and the system of 
reserves, a system which gives them a maximum of combatant .strength 
at a minimum of cost, India alone has to keep up her armies on a war 
footing even in time of peace and has to pay a heavy penalty, getting 
no commensurate return for the money she spends. In these days the 
armed strength of a nation is measured, as stated by Lord Wolseley, 
not by the number of men under arms in its standing army, but by 
the total number of trained soldiers i^ could put together for active 
service when needed, service with the colours being but a course of 
training for the recruits much more than active preparedness for war. 
and in an emergency the reserves being relied upon as the first line of 
national defence. While the United Kingdom spends about 18 millions 
on her army, and has a total armed strength of 588,785 men 5 France 
spends about 26 millions, and has an active army of 572,102 writh 
reserves numbering 1,778,000, or a^total of 2,350,000 ; Germany spends 
27 millions, and maintains an active army of 562,014, and can mobi- 
lise in time of war with her splendid reserves a total force of 3,000,000; 
even Jtg>an, an oriental country which has so successfully copied the 
European system, spends 2^ millions on her armies, keeping up a 
standing force gf 37,719, and is able to mobilize a force of 269,748 ; 
British India, though she spends even more than the United Kingdcnn 
itself on her armies ( 25 crores ), has but a standing force of 219,778, 
and with the reserves and volunteers, of 252,729 to show, a strength 
even smalle r than that of Japan, and scarcely one-tenth of Germany . 

England adopted short service in 1871-2, but did not extend the 
benefit to the Native Army. How wasteful our existing system is 
may be m(»e clearly seen when we find that we have had to add three 
crores to our military budget to increase our armed force by 30,000 
troops. 

Taking the two component parts of the Indian Army : 

(a) British Troops. 

( 1 ) Here we pay for short service, but the advantage of the 
system goes all to England. The peculiar merit of the system 
is that it gives a large reserve. Our English reserve is in England, 
and is xwt always available to us. Hence the British troops in India 
are all placed on a war footing. 

In respect of the recent increase, the argument strongly urged was 
that we could not always depend on England for reinforcements. 
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possibly least whan we should need them most. Though the Indian 
revenues contribute so largely to the maintenance of the army reserve 
in England, we could not count upon getting the British troops aug- 
mented in India when we should have to take the field on a large scale. 
Meanwhile we have to bear the disadvantage of heavier transport 
charges, due to short service. 

( 2 ) We have yet the peculiar disadvantage of short service, a 
paucity of seasoned soldiers in the standing force. Lord Wolseley has 
told us that men of under 2 or 2^ years’ service are seldom sent on 
active service, and whenever mobilization takes place for field service 
in European countries, it is the reserves that are largely drawn upon. 
As we have no reserve in India, we pay for a force which is not all 
available for field duty. 

( b ) The Native Army 

Our Native Army, though theoretically a long-service army, is 
practically in the main a short-service one. Under the regulations a man 
can claim his discharge after three ^years’ service, and it is calculated 
that as many as 80,000 trained native soldiers return to their homes in 
10 years’ time. The Array Commission of ^1879 proposed the forma- 
tion of reserves in order to retain a portion of these 80,000 meif bound 
to the obligations of service, and also in the hope that the reserves so 
formed in time of peace might " enable the GoVernment to reduce the 
peace strength of the native Array,” and expressed their view that 
such a restricted reserve system could cause no political danger to 
the country. The proposed reserves ware calculated to absorb 58,200 
men out of the 80,000 retiring from the army every 10 years. 

The formation of such reserves to the Native Army was decided 
on in 1885-6, and Lord Dufferin’s Government proposed, when Sir 
Donald Stewart was Commander-in-Ohief, to begin with two kinds of 
reserves, regimental and territorial, of which the latter system was 
evidently the more suitable of the two, and could have succeeded 
better. But the Secretary of State vetoed the proposal as far as it 
related to the formation of territorial reserves, apprehensive of politi- 
cal and military dangers of such a step, and sanctioned only regimental 
reserves. Accordingly, we have now the feeble and straggling reserve 
that there is, numbering about 14,000. 

Of course, as far as it goes, it is a step in the right direction, 
however halting, and a strong effort -ought to be made to organise on 
a sound basis a large effective reserve to the Native Army, so as to 
permit of reduction in its strength, which, while increasing the total 
armed strength of the country, would bring material relief to the 
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finanoes of tho country. The wasteful costliness of the existing 
system is obvious. 

We next come to the Officering of the Native Army. 

Before the Mutiny, there were two classes of Native regiments, 
*' regular and irregular.” In the regular regiments the nominal sta^ 
of British officers was 25 strong, of whom about 12 were actually 
present, the rest employed in civil and other departments. In the 
irregular regiments, there were only three British Officers, the rest of 
the staff being entirely Native. When the armies were reconstructed, 
after the Mutiny, in 1861, the irregular system was adopted throughout 
the Native Army, first in Bengal and later in Madras and Bombay, 
with the change that the number of British officers per regiment was 
increased from three to seven. In 1874-5, the strength of English 
officers was increased by the addition of two probationers to each 
corps. In 1882-3, one more officer was added to the cadre; so that we 
have now eight British officers in each regiment, ousting the Native 
officers virtually from the entire field of higher regimental command. 
Before the Mutiny, and in the irregular regiments, the British officers 
commanded wings and squadrons, leaving the command of the troops 
and companies on the field to Native officers. Since the transfer and 
reconsiiruction of the armies, the field of employment for Native 
officers has steadily contracted, and they have not now even the com- 
mand of trgops and companies, and hold a lower status in the army. 
In their place *a costly European agency has been put in, thereby 
imposing a great burden on the finances. My impression is that under 
Russia the native races in Central Asia have far more honourable 
military careers open to them, and the comparison must fill all friends 
of British rule in India with regret. The late General Chesneyi who 
generally was not with us on Indian questions, has protested against 
this state of things in most eloquent terms, and I beg to be allowed to 
read a brief extract from his “ Indian Polity ” : 

In the cavalry the position of the Native officer has even gone back, for where- 
as formerly he could rise to the command of a squadron, the squadrons are now 
commended by British officers, the most junior of whom takes precedence over the 
oldeet Native officer. So far then as the Army is concerned, the Queen's Proclama- 
tion on assuming the direct government of India is a dead letter. The proolama- 
tion declares that * Our subjects, of whatever race or creed, shall be freely and 
impartially admitted to office in Our service, the duties of which they may be 
qualified by their education, ability, and integrity, duly to discharge.* To a very 
large number of a most important class of Indian sentlemen, descended in many 
oases from ancestors who held high military office under former rulers, the only 
palatable, and* indeed, the only form of public Service practical ahd possible for 
them is the military, and that is closed to them. While this is the case, it cannot 
be said that the promise held out in the proolamation is fully acted upon. It maybe 
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replied, indeed, that the olais in qaeetion is excluded from service by the condition 
of fitness laid down, by reason, that is, of their defective education, And oertalnly, 
in regard to a service the routine business of which is conducted in the English 
language, this contention may be held to be good, if the proclamation is read in a 
literal sense, without regard to the spirit which animates it. Borne very gallant and 
distinguished Native officers, among them hereditary chiefs who have brought their 
clansmen by the hundred to join our standards, men who closely resemble in many 
respeots the chiefs of the Highland clans 150 years ago. have been unable to read 
or write In any language; yet men labouring under the same defioienoy have 
oarved out kingdoms for themselves. A man of this sort, a thorough gentleman in 
manner and feeling, if illiterate, with all the pride and bearing of birth and high 
family tradition, leading his own kinsmen like the Highland chief of old, will by 
his own chivalrous example show his men the way to victory, and that after all 
is what has to be aimed at in choosing officers (pp. 268-269) 

It maybe, indeed has been, said that the change of polity, here advocated would 
be dangerous; that men of rank and influence raised to high military position might 
take advantage of the position; that the mutiny might have had a very different 
ending if there had been men of rank and ability in the army to take advantage of 
the opportunity. Plain speaking is here the best. Nothing will be concealed by 
silence, for this defect in our military system is so prominent as to be the subject of 
constant comment. The studious exclusion of Indians from all but the humblest places 
in our army is so oonspiouous, that only one inference can be placed upon it, that we 
are afraid to trust them, and the dan er from one point of view may be freely 
admitted. The Indian people are not held to us by any feelings of attachment. 
When in almost every country of Europe men ari found plotting againsC their 
fellow oountrymeo, with the experience of Ireland before us, it would be absurd to 
expeot that loyalty in ludia should take a higher fqrm than e:^edienoy, the 
recognition that our rule is the best available at present, and that it is too firmly 
established to be attacked without risk. But apart from any question of justice 
or good faith, it is surely safer as a matter of policy to have men of talent and 
ambition vwith you, their interests enlisted in our system as offering possibilities of 
high advancement, than that their only chance of escape from a life of obscurity 
and inaction should be felt to lie in subversion of our rule and the anarchy 
attendant on such a revolution, There can be little room for doubt on which side 
the choice should be taken, for much time has already been lost bsfore entering on 
the course indioated by policy as well as good faith. Meanwhile contrasts not to 
our advantage are publicly made between the Russian system, its ready assimila- 
tion of the races brought under its influence, the utilisation of ability which might 
otherwise be dangerous, and our hard aod fast representative system. And when 
the step forward is taken in the right direction, it will be satisfactory to consider 
that while the Army necessarily contains the elements of danger inherent in every 
body formed under such conditions, it has been rendwed of late years a much 
safer as well as a more efficient weapon. No one class has been disproportionately 
increased in strength, while for the indiscriminate bfuslon of class and caste, the 
separate class and caste system has been largely substituted. For precaution, the 
Army must be held to its duty by libera) terms and strict discipline ; a still more 
effectual precaution would be that indioated by oonslderations of juatice and polioy. 
that the military olasses. equally with all other classes, should feel that to them 
a career suitable to their tastes and aspirations is open, bounded only by their 
capacity to taka advaptage of it, that service under the Queen may offer more 
than can be hoped for by any other way ( pp, 27()-271 ). 
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On what occasion did he say that ?— This is a work on Indian' 
Polity, and that quotation is from chapter 16. 

( Sir Dcmald Stewart ) Which edition is that ? — 1894. 

Even in the lower positions the number of Native ofdcers has 
sensibly fallen off during the past 20 years. In 1876-7 the number 
of these oflScers was 2,812 ; in 1895-6 it is 2,759 — a decrease of 53 
officers, though the strength of the Army has risen during the period 
from 120,672 to 141,257 ( i.e., 20,000 ). On the other hand the number 
of British officers shows an increase of 149 officers (from 1,431 to 1,580) 

Lastly we come to a feature of the existing army organisation, 
the most wasteful of all. > 

The Indian Staff Corps is a corps of officers intended for the 
Native Army as well as for civil employ in the political, police, survey • 
and other departments, and in the frontier and non-regulation pro- 
vinces. 

When the amalgamation was carried out in 1861, there was a 
complete change in the system of officering the Native Army. The 
old supply from the British regiments was stopped, and a staff corps 
was established in each presidency for the purpose. All officers of 
the Army except those ^trho declined were transferred to the new 
corps. The promotion in the new corps was entirely by length of 
service, not ,,by succession to a vacancy, so that lieutenants became 
captains, and captains, majors, and so on, though the promotions 
were not needed for the work of the army. The system is still in 
force, which is as under : 

Ensigns on transfer to the corps to become lieutenants. 

Lieutenants after 11 years’ service to be captains. 

After 20 years’ service to be majors. 

And after 26 years’ service to be lieutenant-colonels. 

Further privileges were in 1866 conceded to the staff corps. 
Previous to that year a certain number of lieutenant-colonels succeed- 
ed, on vacancies occurring, to colonel’s allowances. These carried with 
them an extra pension of 664/. a year. In 1866 the Secretary of 
State allowed all officers then in the staff corps and all who^ might 
join, to succeed to colonel’^ allowances after 12 years’ service in the 
grade of lieutenant-colonel, without reference to any fixed establish- 
ment of colonels with colonel’s allowances. Thus every officer could 
in future rely on getting colonel’s allowances if he lived and clung to 
the service till be had served 38 years. The general result of this 
extraordinary system of promotions and pensions has been that the 
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upper ranks of the service are filled with officers for whom thers is no 
work. 

The colonel’s allowances previous to 1866 were g^ranted only to a 
certain number on ground of special merit, at the rate of one to 30 
officers. Since then it has been indiscriminately allowed to all, and 
we have now 501 officers in receipt of colonel’s allowances on a staff 
corps of 2,826 strong, i.e., more than one in six officers. 

The grant of such allowances is now placed under new conditions, 
but the heavy burden on the Exchequer due to the measures of the 
past, taken in the interest of the officers, grows heavier every year. 
The old system of promotion is still in force; regulated not in 
accordance with the needs of the services but in the interests of the 
officers, as if the army was for the officers and not the officers for the 
army. 

The whole question regarding the constitution, terms of service, 
rates of pay and pension in regard to this costly and privileged corps 
requires to be carefully examined. As it is, the whole system rests on 
an unsound basis, the corps is over numerous and drawing privileged 
rates of pay and pension, inflicting a heavy burden on the national 
exchequer. 

« 

( Sir Donald Stewart ) I presume that you are aware th^t this 
system, which you condemn and which probably most people condemn, 
is coming to an end ? — It is coming to an end, but>tlfe burdens are 
still there. 

( Chairman ) I think that brings us to the services ? — Yes. 

I think we will begin tomorrow with those ? — Yes ; the remaining 
portion will not take us long, I think. 

The witness withdrew. 

( Adjourned till tomorrow at 11 a. m. ) 


Tuesday, April iSth, 1897. 

( Sir James Peile ) I gather that you hold the doctrine held by 
Mr. Naoroji and Mr. Wacha of the increasing poverty of India ? — 
I do. 

N(W your indictment of the Government depends entirely on the 
truth of that doctrine ? — The truth of what ? 

Of that doctrine that India is falling into deeper poverty? — ! 
have not gone into that question in detail, because that does not 
0 (»ne within the terms of the reference. Only in one place have 1 
incidentally referred to it. 
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Still, if you give it as a state of India which justifies an indict- 
ment of the Government, you ought to be prepared to support the 
doctrine by proof. In fact, you did so, because, 1 think you were 
asked on what you rested that opinion, and you said the condition of 
the people in famine. Would you please repeat what you said about 
what happens to the people in famine ?— I said that, at the first touch 
of famine the people suffered in lai^e numbers, and that was a sign 
that the people were not in a position to bear burdens that were put 
upon them. 

By " the people ” do you mean the whole people or the agricultural 
people ?— Well, in regard to famine, those who suffer from famine— 
the large bulk of the population. Petty traders and artisans also 
come under the same category, but agriculturalists mainly, o^ 
course. 

Have you studied the course of prices of agricultural produce in 
India within the present century ?— I have given some attention to 
that, but I cannot say that I have studied the question. 

You know, of course, that in the first 20 years of the century 
there was the wildest disorder prevalent in India. Large tracts were 
laid waste by fire and swosd, villages burnt and people outraged and 
murdered ? — Yes. * 

After that, ,order W&s introduced, and up to about 1850, the prices 
of agricultural produce fell ; do you agree ? — I have read such 
descriptions. 

Of course, the reasons of that are very obvious The cultivation 
extended very rapidly in conditions of peace ; produce was very largely 
grown ; there were no railways, so that ut could not be carried about 
easily, and, of course, the value of it fell so that it scarcely fetched 
any price at all. After about 1850, during the administration of Lord 
Dalhousie, came the time of the introduction of railways. From bet- 
ween 1850 and 1860 onwards they were very rapidly constructed ; the 
result of that has been that the values of agricultural produce have 
risen enormously, is it not so ? — In some places they have risen ; the 
tendency has been towards greater equalisation, 1 think. 

No, not merely that. I think I can show you that it is not so. 
We have periodical revisions of the land revenue assessment, in which 
the data are the price of produce at the time of the previous settle- 
ment before 1850, and the prices at the revision. It is very frequently 
found that the prices of agricultural produce have risen 100 par cent., 
or even more, in the markets of the small country towns ; and, if you 
t*ke the settlements of that period, the old settlement before 1850 and 
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the new settlement after, that is invariably the case. Of course, if the 
settlement to which you are looking back, took place after the railways 
were introduced, it is probable that there has not been, at any rate, a 
great rise in prices between that first settlement and the second* 
Well, the value of the produce exported from, or moved in, the country 
after the introduction of railways increased enormously. We have 
also data of the importation of precious metals. 1 took from the 
“ Statist ” a table drawn up by the Bank of Bengal, which gave for 
33 years up to March 1892 the amount of bullion imported and kept 
by India. It was 230} millions sterling in silver and 126 millions of 
gold ; 356} millions in the aggregate, or an annual averstge of 10| 
millions. Now I will show priestly where part of that went to ; you 
accept tliose facts, I think ? — I accept the figures from you. 

Are not these facts that I have mentioned signs of decreasing, 
rather than of increasing, poverty ? — I do not think so. 

You do not ; can you tell us why ?— It all depends on what classes 
all these things go to. In addition to what you have mentioned you 
must also be able to show that these increased imports of precious 
metals found their way into the pockets of the agriculturists— into the 
pockets of these poorer people. 

« 

( Sir Jam ’s Peile ) I will try to show ft presently in a question 
I will put to you. , 

• 

( Chairman ) May I ask a question on that. The fact of these 
large amounts pouring into India shows that India as a whole was 
not decreasing in wealth ?— I do not think that they are very large 
sums after all, when you remember what a large country India is. 
Besides, I should like to know how much of that went to keep up the 
currency of the country ; how much was absorbed by Native States 
and how much remained in British India. The whole question will 
have to be gone into carefully, and mere total figures will not assist 
us much. 

That is not my question. My question is a very simple one. In 
regard to these figures I speak of India as a whole. Do you admit 
that India as a whole was increasing in wealth ? — I should not admit 
that ; these precious metals do not come in for nothing ; a large 
quantity of the produce of the country goes out as a sort of exchange. 
I do not think that mere imports of precious metals can be accepted 
as an addition, economically speaking, to the wealth of the country. 

But you must suppose that the produce that is sold, that 
out as surplus produce and is sold— it is quite a voluntary matter to 
•ell — ^would be sold at a profit ?— Well, as a matter of faot» our exports 
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aro gtester tlian Dur imports, owing to these home charges. The fact 
that such large (juantities of precious metals come into the country, 
shows that the imports in other shapes are fewer than they would 
otherwise be. I do not think that is any very conclusive evidence of the 
growing prosperity or poverty, either way ; it is simply an economi- 
cal fact. 

But a great quantity of the precious metals coming into a country 
and stopping there, shows that there is at all events a power of 
hoarding or accumulating, if it does not go out ?— I do not quite see 
that. 

Perhaps you hesitate to accept proofs of prosperity ?— 1 am quite 
open to correction, but I do not quiCe see clearly how the mere fact of the 
imports of gold and silver being so and so can mean that the country 
is increasing in prosperity. This is a fallacy of the mercantile system 
long regarded as exploded. 

If I find at the end of the year in my banker's account a couple of 
hundred pounds more than at the beginning, am I a poorer man ?— I do 
not say that; but if your income in one year was a couple of hundred 
pounds, and so many commodities, and in the next year you get fewer 
commodities and a hundred pounds more, that does not necessarily 
mean that your lordship is richer. It all depends on what the total 
amount comes to. 

( Sir Jarftes Peilo ) Well, now, we will go on to your argument, 
based on famine. Your argument is that the people of India cannot 
stand up for one year against famine, because they have no resources 
to fall back upon ?— Not exactly that. 

Will you state it then, please ? — I will take the famine of 20 years 
back. You were one of the Commissioners who gave particular 
attention to that, so of course I speak to you on the matter with 
considerable diffidence, but the opinion I have formed after reading the 
Famine Commissioners’ report^ is this. So far as our Bombay 
Presidency is concerned, there were two successive failures of rain, 
one in 1876 and then in 1877. During the first year the distress was 
not so very great, but during the second year the distress was most 
intense. On the other hand this year there has been a famine ; the 
failure of rains, however, was not so great as it was 20 years ago, and 
yet the extent over which famine now prevails is much larger than 
the extent over which it prevailed then. 

Surely you are wrong in one point, that the failure of tlie rain was 
over a smalter area this year than it was in 1876-7 ?— I ani not talking 
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of other pturts of the country ; 1 am talking of the Bombay Presidency 
at present. Taking the figures on the relief works for Sholapore, for 
instance, I find the number has now increased to over 100,000— that is 
about 125,000. Now this figure was never reached even in the worst 
days of 1877. The highest total was, I believe, about 98,000 thea 

Supposing the conditions of work and the pay of the work in this 
famine are a good deal more liberal than they were in 1876-7 ? — I 
do not think it is more liberal than what it was in 1877, t. «., in the 
second year of the famine— no doubt, in the first year it was very bad, 
but in the second year things had admittedly improved. 

I have not got the exact figures about it, but I am told that is the 
case ? — That is the official view, but our complaint is that the famine 
relief workers get very insufficient wages at present. 

1 think it would be a very difficult thing to establish a proposition 
of that kind, that the people are poorer now and call more largely for 
relief ; tliat is a somewhat hasty conclusion, I think. Let us return to 
the general considerations of famine ? — I have got some figures to 
prove my point. 

You say that the people generally have no resources, and that 
they cannot tide over even one year ?— Yes. • 

' Now, is that condition of things peculiar to the English Govern- 
ment ? — But after 50 or 60, or 100 years of settled goverpmont, surely 
things ought to have improved for the better. 

1 think they have; but one sees it very often said that the famines 
are entirely the fault of the British Gkivernment ?— 1 never said so. 

You have heard of the famine of 1770, before the British Govern- 
ment had anything to do with Bengal — ? — But I never said that 
British government brought famines into the country. I do not say — 

In which one-third of the population died without any measures 
being taken to assist them 7 — I do not know anything about that. 

( Mr. Naaroji ) Was there not British possession of Bengal before 
1770 7— Yes ; the Company governed under the nominal suzerainty of 
the Emperor. 

{■Sir James PeUe) We had not direct responsibility for the 
executive Government 7 — 1 think in 1770 you had ; it was only two 
years before the Regulating Act. 

But, if you look into the form of the government, you will find 
that the native executive was still responsible 7 — If you will excuse 
me just a minute I will find it, because General Chesoey gives it, and 
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I have his book here. In 1770 you were the rulers practically. The 
nomin^ ruler was the iBmperor ; virtually all goveriunent was in your 
hands— the revenue and everything. 

The question is whether the British then would be responsible for 
famine relief ? — I cannot go into that question, beoauee I have never 
asserted that the British were responsible for famines. 

I do not wish to go into the question. The point is that India was 
subject to famines in those days as severe or more severe than they 
are now ? — With this difference that the data about those famines are 
very insufScient, and this is admitted in the Famine Commissioners' 
report. 

Now, taking the number of persons in relief at the present time, 
do you know what the total amount is— the highest dgure ? — Yester- 
day I read in the “ Times of India, ” I believe, that it comes up to 
about 4,000,000 or more at present. 

I think it is hardly so large ; it got up to three millions ? — That 
was because the reaping was going on in some parts, and some had 
found employment elsewhere. The last figure was 430,000 or so. 

Four millions you moan ?— Yes, four millions ; I beg pardon. 

1 do not think it if* so many. It got up a little above three 
millions, and then it fell ?— I made a remark to Mr. Naoroji yesterday 
that the num^r had gone up by about 30 per cent, since my leaving 
India. 

Now, we will take your figure of four millions ? — Yes. 

Do you know the population of the provinces in which these 
relief works are undertaken ?— I cannot say offhand. 

The Government of India has given the area in which the famine 
is very bad, and the area in which it is not quite so bad ? — Yes. 

I think the one was 40 millions of people, and the other 37 millions, 
I take it, in round numbers ?— Yes. 

Call it 80 millions ?— Yes. 

That is 4 millions in 80 millions ?— I beg pardon, four millions 
absolutely destitute, but many, many more in fact who suffer quietly 
at home, too proud to go to the relief works. 

You say they have no resources ?— They have no resources ; if 
they starve, that is no resource. 

That is an assumption which 1 do not admit ? — I speak from 
personal experience of the famine in Sholapoie. I was there about a 
fortnight only recently before coming here ; 1 found, as a matter of 
fact, that there was v«ry great distress. 
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lhar« no doubt “distress” most assuredly; still the people 
manage to lire through it ? — Well, if you will excuse my saying so» 
the Famine Gommissioners themselves have said, that, when 10 per 
10 per cent, or 12 per cent, is the figure they give — of the 
people are on the relief works, then the distress must be described as 
extremely acute. Now the population of Sholapore district is about 
800,000— if I am correct, 700,000 to 800,000. Well, one-tenth of that 
would be about 70,000, If, therefore, 70,000 were on famine relief, the 
distress would be extremely acute, and it would be a severe famine. The 
number of men on relief works at present is about 120,000, somewhere 
about that, and, therefore, according to that statement in the Famine 
Oommissioners’ report, the distress .there is very much more acute now 
than the standard laid down. 

I was not at all arguing whether the distress was acute or not ? — 
You seemed to say that 4 millions out of 80 millions did not indicate 
much distress. 

What I was arguing was, that if 4 millions out of 80 millions come 
and ask for relief, and say they are starving if they do not get support 
from the Gk)vernment, that shows that a consid^able majority of the 
population are not driven to that extremity, and are able to support 
themselves through famine ? — I do not think so, Much depends on the 
spoial status of the sufferers. There are people of the higher classes 
who would die rather than go to relief works ; fn fact, the Famine 
Commissioners themselves admit so. 

What proportion are the highest classes ? Are they not a very 
small percentage ? — Not the highest classes, but the upper section of 
the lower classes. Moreover, the women do not go to relief works 
above a certain class. They suffer at home ; they cannot go out and 
work ; and there are various other things to be borne in mind. It is 
really difficult for me to go fully into the question offhand. 

You are making all sorts of statements which I do not dispute ; 
but, take the general result that out of 80 millions four millions come 
and seek for relief, would you not infer from that that a very large 
proportion of the people have resources which enable them to tide over 
famine ?— I do not think so. 

You do not think so ?— According to your oum standard, 10 per 
cent, represents severe distress ; out of 80 millions, what would 10 per 
cent, be ? I do not quite see how the whole thing would work. 

Well, 4 millions to 80 is how much ? It would be 5 per cent. ? — 
But it must be remembered that this is the first year of the famine ; 
besides, the total 80 millions includes also areas where the distress is 
not acute — where the distress is only mild, and all that. 
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( Sir James PeUe ) Let us proceed, because 1 merely wish to go 
into very general considerations, and not into particulars, 

f Chairman ) May I ask here, have you any returns of the mortality 
caused by this famine ? — It is for Government to give those returns ; 
the Government have not yet published them. 

( Sir James Peile) They cannot yet, of course ?— Sir William 
Wedderburn has been asking for them in the House of Commons for 
some time. 

You can hardly get them yet?- -I do not think it is so very 
difficult. 

( Chairman ) Are there any returns showing what the mortality 
of the famine districts is, and whether it is very much in excess of 
the ordinary rates ? 

( Sir James Peile) It varies very much. In some it is in excess, 
and in others it is not in excess ?— I remember a statement drawn up 
fay Mr. Goodridge who was recently Judicial Commissioner of the 
Central Provinces ; and in it he gives the mortality for several 
districts in the Central Provinces, and the increase in several places is 

three or four times the normal rate. 

^ • 

You mean lately, this last year, in this famine ? — In this famine. 

During the early part of it ?— Yes, during this famine. 

Well, now, what class of persons suffer first ? — ^In case of famine ? 

Yes ?— I can speak from personal knowledge of my Presidency 
only. They are the small agriculturists who hold direct under Govern- 
ment ; they are the persons. 

Who first feel it ?— Of course, simultaneously with others ; the day 
labourers— 

Do not the weavers feel it first generally V — The weavers also ; 
they are in the first ranks. 

Do the farm labourers come next ? — Well, they also go with them. 

Before the agriculturalist ? — By agriculturalist I mean those 
small agriculturalists who are also labourers, not the landlords in 
whose name— 

You mean the ryots, the peasant occupiers ?— Yes, for the most 
part. A great many of them work on the soil themselves in Bombay. 

Farm labourers, then ?— Yes. 

Weavers, and then farm labourers. Well, if you take farm 
labourers and mill bands in England, supposing that a great calamity 
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fell upon England, and the food supplies were suddenly stopped, do 
you think that farm labourers and weavers and mill hands, and so on, 
would have resources which would enable them to live over the period 
of high prices which would result ?— That is a very hypothetical case, 
because such a calamity never seems to come to England. 

( Chairman ) The actual case did happen in the cotton famine 
of 1860 ? — think that was a very extraordinary occasion, and your 
people assisted them, I believe, very well here. 

But I want to point out that that has happened ? — Only once in a 
way ; that is, not so often as we have in India. 

The question was whether wrch a thing had happened ? — And it 
was, besides, a very small class, merely the operatives in mills, I 
believe, In Lancashire. 

We do not think that the operatives in Lancashire are a very 
small class ? — I do not say so. But the agriculturists in India 
are about 80 per cant, of the population; the operatives in mills here 
are not such a large class. 

( Sir James Peile ) There is another question I want to ask ; is it 
a fact that the people have shown that they have no resources ? Are 
you aware what happened in the last faminei\ when silver ornaments 
of enormous value were sent down by people upcountry to the mint 
to be coined owing to pressure of famine in order to obtain the means 
of support 7— But that itself shows the extreme acuteness of the 
distress. Every woman in India, for instance, feels that she must 
have a certain minimum of small silver ornaments; well, owing to the 
customs of the people, that is almost as necessary as the breath of life; 
you cannot construe that into the wealth of the people. 

My question was whether in time of famine they do not use that 
accumulation of ornaments to sell or dispose of, and so obtain food 7— 
As a last resource they do. 

Is it not, then, a resource 7 — It is a resource, but it is a very 
cruel resource to use. 

I find that the last total is 3,800,000 on relief works 7 — Is that so 7 
beg your pardon. But your figure, I think, does not include all the 
children who are receiving relief. 

I will just wind up what I was saying. Then, to sum up, it seems 
to me that you must greatly modify this statement that the bulk of the 
people have no resources 7 — I do not see bow. 

In respect of having all those ornaments sent down to be coined 7 
— That does not prove that the ornaments are increasing ; nothing has 
been said about that. 
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My question was whether the people have any tesouroee The 
question is a relative one, whether the resources are increasing orir 
decreasing. 

1 have shown two points ; an enormous pmtion of the agricultural 
population do not go on relief at all; and, secondly, they possess a 
considerable fund in the shape of ornaments, which they coin when the 
famine attacks them. 1 say, having those two points in view, must 
you not greatly modify the statement that the bulk of the people have 
no resources and fall down at once ?— They have comparatively no 
resources ; that is what I mean; 1 do not see any reason to qualify it. 

Very well, that will do ; and also 1 have shown that there are very 
important facts which point rather to a decrease than to an increase 
of poverty ? — I should like to know them. 

I gave them to you before ? —They have not convinced me, at all 
events. 

We traced the rise of agricultural prices ? — But that means that 
everything has gone up, including the cost of agricultural produce : 
then, the agriculturalist has had to purchase certain other things for 
himself ; and these too have gone up in price. 

Let us take that for a moment ; the agriculturalist grows his 
owntseed ? — .Yes. • 

He also grows hia own food ? — Very little remains for himself. 

There you are begging the question. What remains he sells ; and 
he gets the increased prices ? —That is only the theory of the subject. 

That is not the theory ; that is the positive fact in every house in 
the country. 1 think it is useless to prolong this discussion ? — It is 
not a fact. 

( Sir William Wedderhurn ) la it not the case that the ryot is so 
much in the hands of the money-lender, that is to say, the trader, that 
he has to give him his produce at the price that the trader chooses to 
give him for it ? — That is what I meant to explain just now, but I 
was asked not to go on. 

And your general proof of the increasing poverty of the people is 
that, whereas in the late famine the people were able to stand up 
against the Grst failure and only suffered very materially in the 
second failure, in the present famine they have shown no power to 
stand up against the first failure ? — That is what 1 mean. 

( Sir James Peile ) 1 must ask for a little evidence of that. 

{Sir WUliam Wedd&'burn) And that on the first failure on tMs 
occasion there are more people seeking relief than there were on the 
’ second failure in the first famine f Yes. 
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That ia your argument ? — Speaking for the Sholapore district, of 
which 1 have experience. 

And you deduce from tl\at, that the people are in a rather worse 
condition than they were before ? — Yes. 

And that the fact of their dying from hunger is evidence that 
they have no resources to fail back upon ? — Yes. 

f Sir James Peile, ) But is there any proof whatever that they 
have come more largely on to works ? — I gave you the figure for 
Sholapore. 

And I gave you the official figures. Will you now read them ? — 
I cannot go into the whole question, but I know about one district, the 
Sholapore district. 

I do not think this is anything to the point. We want the total 
figures for all India which you gave us as 4,000,000 on relief works ? 
— Weli, I am open to correction as to a matter of fact. 

Will you give us what it is in the official communication which 
I have put before you ?— It is 2,800,000. 

Then the whole argument falls to the ground on the figures ?— It 
does not. I never based it on 4,000,000 or 3,000,000. I based it on 
our experience in the district of Sholapore. 1 know for a fact, that 
there the number on relief is about 120,000, add on the last occasion, 
even in the second year, it was less than 100,00^). 

And if the famine this year is a great deal worse 'than on that 
occasion, and if the terms and conditions of the relief works are more 
liberal than they were on the last occasion, then you naturally get 
more men on the works ? — I myself heard the Collector of Sholapore 
say that this year it was only an “ eight anna " famine at Sholapore< 
It was not so intense as the famine of 20 years back, although the 
extent was greater, and there were many more people who suffered 
than before. 

What is the comparative price of food? — I cannot give an off- 
hand answer to that question. 

That would be the leading point of the whole question, would it 
not ? — If I had expected to be cross-examined on this point I would 
certainly have come prepared. But I thought this was outside the 
terms of the reference to the Commission. 

You are making statements. Of course one must examine into 
them ?— 1 beg your pardon. You make statements, and I only reply 
to them. 

You make statements in regard to Sholapore, and 1 see Sir 
William Wedderburn has tried to give point to them by putting to 
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you that the people are in a worse condition ? — I beg pardon* 1 did 
not volunteer these statements. You said the famine was not more 
intense, although the extent of area affected was greater* I say it la 
a milder famine, but it is causing much more suffering, 

I said the extent of area covered by the famine was greater than 
the last, and it is an undoubted fact ?— Well, I see no use in pursuing 
this matter further. 

( Chairman ) I will now pass on to where we left off yesterday, 
the services ? — My Lord, I will say just one thing about the figure of 
4,000,000. I gave that as only my recollection after reading a weekly 
paper yesterday. It may be wrong ; there might be a misprint ; but I 
did not take my stand upon this particular figure, and now that this 
authoritative statement is put into my hands I am ready to modify 
my owa Your Lordship will see that I based no argument on that 
4,000,000. 

I think you were going to offer some observations on the services ? 
— Yes. In every department of Indian expenditure the question of 
agency is one of paramount importance. According to a Parliment- 
ary return of May, 1892, we have in India in the higher branches of 
the civil and military departments, a total of 2,388 officers, drawing 
Rs. 10,000 a year and upwards, of whom only 60 are natives of India, 
and even these, with the exception of such as are judges, stop at a 
oomparativ*ely low lei'el. And they are thus divided : 
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Native 
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M 

1 

1 Total 

1 Salaries of 

1 Natives. 

Total 
Salaries of 
Eurasians. 

Total 
Salaries of 
Europeans 

Civil Department. 

55 

10 

1,211 

947 

151 

25,274 

Military. 

1 

1 

854 

12 

11 

13,268 

Public Works. 

3 

4 

239 

33 

45 

3,415 

Incorporated 

Local Funds. 

1 

•••’ 

9 

10 

... 

113 

Total 

60 

LiL 

2,313 

1,002 

207 

42,070 


In addition to these the railway companies employ 105 officers, draw- 
ing Rs 10,000 a year and more. They are all Buropeans, and their 
total salaries come to 16 lakhs 28 thousand rupees. If we come down 



598 


WELBT (X)MMI8StON 


to offioen drawing between Re. 5,000 and Bs. 10,000 a yeu, we find 
that we have 481 natives in the civil department, as against 1,807 
Europeans and 96 Eurasians. In the military department there are 
25 natives as against 1,699 Europeans and 22 Eurasians. In the 
Public Works Department there are 85 natives as against 549 Euro- 
peans and 39 Eurasians, And in the Incorporated Local Funds there 
are 4 natives as against 22 Europeans and 3 Eurasians. The total 
salaries of oificers of this class are thus divided: Civil Depart- 
ment, Natives, Rs. 2,905 000 ; Eurasians, 650,000 ; and Europeans, 

8.830.000. In the Military Department, Natives, 164,000; Eurasians, 
139,000 ; and Europeans, 13,698,000. In the Public Works Department, 
Natives, 537,000 ; Eurasians, 278,^00 and Europeans, 3,962,000. And 
In the Incorporated Local Funds, Natives, 25,000 ; Eurasians, 17,000 ; 
and Europeans, 146,000. In addition to these there are, under the 
railway companies, 258 officers of this class, of whom only 2 are 
natives, 8 being Eurasians and 248 Europeans. Their salaries are 
thus divided: Natives, 12000; Eurasians, 50,000; and Europeans 

17.10.000. In England 125,360/, is paid as salaries by the Indian 
Government, and 54,522/. by railway companies, ali to Europeans. 
The financial loss entailed by this practical monopoly by Europeans of 
the higher branches of the servioea in India is not represented by 
salaries only. There are besides heavy pensic'n and furlough charges, 
more than 3| million sterling being paid to Europeans in England for 
the purpose in 1890. The excessive costliness 'of the foreign agency 
is not, however, its only evil. There is amoral evil which, if anything, 
is even greater. A kind of dwarfing or stunting of the Indian race is 
going on under the present system. We must live all the days of our 
Ufe in an atomosphere of inferiority, and the tallest of us must bend 
in order that the exigencies of the existing system may be satisfied. 
The upward impulse, if I may use such an expression, which every 
school boy at Eton or Harrow may feel, that he may one day be a 
Gladstone, a Nelson, or a Wellington, and which may draw forth the 
best efforts of which he is capable, that is denied to us. The full 
height to which our manhood is capable of rising can never be reached 
by us under the present system. The moral elevation which every 
self-governing people feel cannot be felt by us. Our administrative and 
military talents must gradually disappear owing to sheer disuse, till at 
last our lot is stereotyped, as hewers of wood and drawers of water In 
our own country. The Indian Civil Service is merely 1,100 strong. 
Under the rules of 1879, since abolished, we were entitled to 
one^ixth of the whole recruitment, and in course of time we 
should have had about 180 natives in the Indian Civil Service. The 
Public Service Commission, appointed by Lord Dufferio, proposed 
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t he abolition of those rules, and recommended that 108 posts, usually 
held by covenanted civil servants, should be set aside for IndiAns* 
The Government of India and the Secretary of State thought this 
recommendation too liberal, and ultimately decided to throw open only 
93 such posts to which the natives of India may be appointed, after 
certain existing claims were satisfied. That these higher posts are guard* 
ed with extreme jealousy as practically a close preserve, may be clearly 
seen from the following illustration. Mr. Jacob gives, in Appendix 16 
of section II of this Commission’s Report, the total number of District 
and Sessions Judges in India as 126. Out of these only five are shown 
as natives. Row the capacity of natives for the efficient discharge of 
judicial duties has been over and over recognised, and the Public 
Service Commission expressly recommended that one-third of all 
District and Sessions Judgeships should be given to natives, which 
meant 42 out 126. Instead of those 42, however, we have at the 
present day only five native District and Session Judges. So, again, 
in the Police, out of 230 District Superintendents only three are natives. 
Only five natives qualified to do the work of District and Sessions 
Judges, and only three for the work of Police Superintendents in 
all India, after close on a century of British rule ! The same is the 
case with the Forest, Accounts, Opium, Mint, Scientific, and other 
dep^tments. In the ‘Public Works Department we have a total 
strength of 800 engineers, of whom only 96 are natives. The Indian 
civil engiheoring colleges have been working for years, and yet not 
more than 96 of their trained graduates are to be found in the higher 
branches of the engineering service. In this connexion I may mention 
that the Finance Committee of 1886 recommended that the connection 
of the Indian Government with the Cooper’s Hill College be terminated 
as soon as possible, and that there be a larger recruitment of students 
of Indian colleges. This recommendation, however, was not accepted 
by the Government of India. 1 may also be permitted to make one or 
two general observations here on this Public Works Department. 
This department has been for a long time overmanned, and Lord 
Dufferin’s Finance Committee thought it necessary to pass some 
severe criticism on the point. The sanctioned strength is 760. The 
actual strength in 1884-85 was 898, in 1893 it was 857, and now it is 
about 800, which is still 40 in excess of the sanctioned strength. 

( Sir Jams Peile ) In the Civil Department ? You mean the 
Higher Department ? — Above Rs. 10,000 a year. 

( Chairman ) May I ask, was 760 the number of which Lord 
Doiferin's Committee approved?— Yes. It was sanctioned by the 
Beoretary of State. Ever since the expansion of the Department in 
I860, and notably from 1868 to 1875, we have had the superior stall 
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arranged kss with reference to the work to be done than to the 
condition of things as regards the position of officers. 1 may 
mention here briefly that these points have been expresssly admitted 
by Sir Theodore Hope,* who was in charge of the Public Works 
Department for a considerable time. There has frequently been hasty 
and irregular recruitment during the periods of expansion., followed by 
blocks in promotion, requiring in their turn corrective efforts in the 
shape of special allowances or batter pay and pensions, not founded on 
a consideration of the executive needs of the Department. And more 
than once officers have been specially induced to retire from the service 
on very favourable conditions as to pensions, to reduce the redundancy 
of officers. < 

That is a very intelligible criticism on the administration, but, 
may 1 eisk, is not that common to all administrations ? I do not know 
any country to which that kind of charge does not apply, namely, 
that in one shape or another, under pressure or owing to error on the 
part of the Government, charges which part of the community think 
excessive, are incurred. That is not peculiar to India, is it ? — I do 
not know much about other administrations. 

( Sir Wiliam Wedderhum ) Might not that difficulty be met by 
the temporary employment of natives of India intend of taking on 
permanent European officials who have claims lor permanent service 
and pensions ?— Yes, and I would also add .that these special 
concessions are general, and invariably mads in the interests of the 
European services only. I do not know a single instance where native 
services have ever clamoured for increased pay or pensions, or ever 
got any concessions. The Finance Committee of 1886 recommended 
that Royal Engineers in the Indian Army should be put on the Civil 
Staff, remarking that “it is necessary to maintain a considerable 
establishment of Royal Engineers in India for military requirements, 
. . Such of them as are not needed for purely military duty in time of 
peace can be best employed in the Public Works Department, and 
should, in our opinion, have tbs first claim for employment in that 
Department in preference to all others,*’ and the Committee suggested 
that the Military Works Branch of the Department should be aboli- 
shed as a separate branch for military works, and amalgamated with 
the general Department. The suggestion a.s to the abolition of the 
Military Works Branch has not been carried out, and only 70 Royal 

1. Sir Theodore Cracroft Hope, (1831-1915); entered Bomba} Civil Service 
( 1853 ); Educational Inspector (1855-58 ); member, Viceroy's Legislative Council 
(1875-80) ; secretary to Government of India in the Finance and Commerce Deapart- 
ment (1881-82) ; member, Viceroy's executive Council in charge of Public Works 
( 1882-87); author of ‘ Church and State in Indfa'. 
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Engineeis from a total of 273 are at present on the civil staff, the 
greater nu~)ber of the remaining 200, or so, doing little or no woric. It 
may be added that these suggestions of the Finance Oommlttee had 
the full approval of the then Commander-in-Chief. 

( Chairman ) Do you consider it advisable to do away with the 
Civil Engineering Staff aitogether ?— 1 only mention what the Finance 
Committee themselves recommended. 

Do you advocate total abolition ?— Well, the recruitment from 
Cooper’s Hill College was to be stopped ; they said that for the most 
part the recruitment should be from the Indian colleges. 

You said " for the most part.” Do you think the military engi- 
neers were to form the total engineering staff of the Government ? — 
I have not quite caught the question. 

Do you consider that the Finance Committee recommended that 
the civil staff should bo entirely done away with and that the whole 
of this engineering staff should be supplied by the military ? — Oh, no 
not at all. They said that there should be European civil engineers ; 
but that no special places should be given to a particular college, and 
that every man should be recruited in the general market ; also a 
much ^eater recruitmenbmight be made in India. 

Well, do they consider the point, how far you could attempt to 
weaken the miytary staff ? — They themselves said they were not 
exactly in a position to say how much the Royal Engineers could be 
reduced ; but they said the Royal Engineers were not doing much 
work, and that such a large number as 127, which was the strength 
then, was not required for the repairs of barracks and such small 
things as they had to do. 

You say 70 Royal Engineers are employed on the civil staff at 
present. I want to know whether the strength of 70 Royal Engineers 
at all corresponds to the numbers which were in the minds of the 
Finance Committee, when they recommended that military englnwrs 
should bo employed on the civil staff ?— I do not think so. I think 
this is the tenor of their recommendation. They thought that by far the 
larger portion of the Royal Engineers should be employed on civil 
duty. Moreover, they proposed that the Military Works establish- 
ment was to be amals&iQated with the civil. In that case, the Royal 
Engineers would be amalgamated with the civil staff, and they would 
do military work where that was necessary, and they would do other 
work, civil work, when they had no military work to do, * 

But I do not understand from this that the Committee inquired 
into or formed an opinion as to, how many men were necessary for the 
a.-7« 
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military works ? It seems to me that the first point to be ascertained, 
before military men are drafted away to do civil work, is to what 
extent you could afford to do it ; and the Committee do not appear to 
me, from your statement, to have taken that into consideration?— 
They said the information at their disposal was not sufficient to justify 
a recommendation on that point. But then under this scheme there 
would have been only one general Public Works Department, and the 
Royal Engineers and the Civil Engineers would have all belonged to 
that one Department. 

But I am keeping to the military engineers ; 1 see that out of the 

force which you mentioned as 127 — ? 70 are on the civil staff 

at present. 

Did you not mention 127 Royal Engineers? — That was the 
strength at that time, yes. 

Well, at present, 70 are employed on the civil staff. It does not 
seem clear to me at present that the real moaning of the Committee 
has not been given effect to, if there are 70 so employed out of 127 ?— 
Out of 273 at present ; the present number is 273 . 

That is the total force ?— The total number of Royal Engitjeors at 
present is 273, 

Is 273. Well, what 1 want to ascertain is,' whether 'the Finance 
Committee, who seem to have been rather vague upon this point, 
would have considered 70 out of 273 as practically satisfying their 
objects? — I am not qualified to express an opinion on that; but the 
impression on my mind, after reading what they have written, is that 
they would not have been satisfied. They expected a much large!' 
proportion to be employed on civil work. 

But at the same time, if they did expect it, it was a shot in the 
brown, because they bad not taken means to ascertain how many of 
these Royal Engineers would be required for military purposes ? — It 
should be remembered that their view was supported by Lord Roberts 
at that time— by the Commander-in-Chief. 

And did he name any numbers ? — No, because he also proposed an 
amalgaunation, so it was not thought necessary to mention a special 
number. 

Well, we will now pass on to the exchange compensation allow- 
ance, upon which, 1 think, you wish to offer some observations ? — 
This allowftnoe was granted to all non-domioUed Buitqiiean and 
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Borasian employees about the middle of 1893, and the figures for the 
last three years have been as follows : 


Year. 

Amount in Rx. 

1893-94 

618,468 

1894-95 

1,239,275 

1895-96 

1,327,632 


1 have taken these figures from the Financial Statements. The allowance 
consists in converting half the safary of each officer into sterling at 
the rate of Is. 6d. to the rupee, subject to a maximum of 1,000/., and 
then converting it back again into rupees at the current rate of 
exchange. Practically, it has amounted to a general increase of 
salaries. Now, in the first place, it is admitted that these employees 
of Government had no legal claim to the compensation. The pay of 
the European soldier in India is fixed in sterling, and the Government 
have now to make to him a much larger rupee payment than before. 
Nobody, however, has ever suggested that this rupee payment should 
be reduced. If anyone liad made the suggestion, he would have been 
told that the soldier was legally entitled to It. The guaranteed com- 
panies are ;iow getting 5 per cent, on their capital, though they do 
not earn so much, and though Government can today borrow at the 
rate of per cent. If anyone were to say that 5 per cent, was now 
too high a rate to pay, and that the companies should be asked to be 
satisfied* with less, he would be told “ a contract is a contract.” My 
point in giving these illustrations is this : if existing contracts are not 
to be disturbed in favour of the Indian Exchequer, why should they be 
disturbed against it? Secondly, if the European employees of 
Government suffered from the fall in exchange. Government itself, as 
representing the taxpayers, suffered much more from the same cause. 
When such a general misfortune has overtaken all classes of taxpayers, 
to single out a particular class for special relief by imposing additional 
burdens on the remaining classes, and these not well ableto.bear them, 
was entirely unjust Thirdly, though it is quite true that the fall in 
'exchange has considerably lowered the gold vtdue of the rupee salaries, 
the salaries themselves were so excessively high, considering especially 
the great change that has taken place in the facilities and means of 
communication between England and India, that even wi^ the fall in 
exchange they were very high. I think it will be admitted that non- 
official Anglo-Indian testimony .on this point in very valuable. The 
Bombay Chamber of Commerce is recognised to be one of the foremost 
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and most impartant repreaentative bodies of the SSngUsh meroantile 
oommunifey in India. This Chamber, in writing to the Finance 
Committee on the subject of reduction of expenditure in 1886 , thus 
wrote on the subject of salaries paid to Englishmen in India : 

The question of the salaries paid by Government to its servants is one on 
wbioh the Qhaxnber holds very decided views. The just apportionment of remunera. 
tion to the exact quality and quantity of work done may, from the standpoint of 
individual oases, call for very nice discrimination and intimate knowledge of the 
oiroumstances surrounding each appointment; but the Chamber, having many 
amongst its members in a position to form a true estimate of the standard of pay 
necessary, at the present day of widespread education and keen and increasing 
oompetition among the members of the middle classes for responsible employment, 
to ensure the attainments required from civil servants, covenanted and uncove* 
nanted, does not hesitate to say that the entire scale uf remuneration, but more 
especially of the senior classes, is pitched at too high a level. At the time existing 
rates were settled, not only did the requisite educational acquirements command 
a higher premium than they do now, but there were other considerations calling 
for monetary compensation. In former days an Indian career practically entailed 
expatriation, officials frequently lived very solitary lives, were exposed to 
exceptional temptations, and ezeroised great responsiblity. In latter years 
these conditions have been greatly mitigated, and in some oases thoroughly 
reversed. Communication with England is constant and rapid, life in India is 
healthier and attended with more comfort and less expense, whilst control is so 
centralized that responsibility is, in a great meagre, taken out of the hr.nds of 
officials except of the highest ranks. Under these oiroumstanoes, a revision of all 
salaries, but particularly those above, say, Rs. 1.00^ per month, is manifestly 
justifiable and called for. In all recent discussions on this subject the decline in 
sterling exchange has been urged as a strong argument for non*reduotion ; but in 
the view of this Chamber that is a matter which Government should not take 
into account. What it has to look to is purely the amount it must pay under all 
existing conditions and oiroumstanoes, in order to secure the necessary qualified 
labour in this country, leaving individuals themselves to provide for the wants of 
their families in Europe, and their own requirements for leave. The Chamber, in 
fact, would go even further than this, and advocate that under the new rules for 
future contracts, all civil pensions and retiring allowances should be paid in the 
currency of the country. India is no longer a terra incognita to the educated 
classes of England, and even under the comparatively less tempting inducements 
indicated above, the Chamber feels convinced that there would be no lack of 
suitable men ready and anxious to recruit the ranks of the service. This naturally 
leads to the consideration of the eoonomy practicable by larger employment of 
natives. Much might, doubtless, be saved in this way, particularly in connexion 
with the Judicial Department, where the opening for efficient native agency 
seems widest ; but the Chamber is not prepared to formulate, nor possibly your 
Committee to discuss, a settled scheme for the entrance of natives into the 
covenanted and unoovenanted services. 

May I ask wbat you mean by all “olaases”? — Well, the whole 
country, because we had to pay increased taxation, or rather we did 
not get the relief we might otherwise hare got. 
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** General misfortune bad overtaken all classes '* would ratber 
seem to me to mean that every class in India had suffered by the fall 
in exchange ? — The taxpayers ; I would modify it in that way. 

And when you say that all classes liave suffered, you mean that, 
in order to provide this exchange compensation allowance, money wes 
appropriated to it which might have been applied to other better 
objects ? — That is what I mean. 

( Sir William Wedderburn ) All classes of taxpayers, I suppose ? 
—I should put it like that. 

( Chairmaa ) When you quote the Chamber of Commerce as an 
advocate that all civil pensions and retiring allowances should be 
paid in the currency of the country, have you turned your attention 
to what is done in colonies ? — No, 1 only place before the Commission 
the Chamber’s view. 

But I presume you are supporting that view ? — It commends 
itself to me ; yes, I support it. 

Do you know at all what is the rule in Ceylon ?— No. 

Perhaps I might mention it to you ; there, I believe I am right in 
saying, the salaries are fixed in rupees ?— I am glad to hear it. 

1 want to see what the Cheunber of Commerce are asking in this 
respect ? — Wgli, they'ask for a reduction of the salaries of the civil 
servants. 

Yes, but they say here that “ all civil pensions and retiring 
allowances should be paid in the currency of the country ” ? — Yes, 
they go further, and say that the pensions of civil servants, which are 
fixed at 1,000/. sterling, should also be fixed and paid in the currency 
of the country. 

That is what they mean, that this rule should be confined to the 
pensions paid in this country ? — Yes, all pensions that are drawn in 
sterling should be fixed and paid in rupees ; that is what they mean. 
I will give you an illustration : Take the unoovenanted civil ser* 
vants ; their pensions were fixed at Bx. 500 a year. In several cases 
they were 600, but 500 was the general rule. When the rupee began 
to go down, they agitated for a special concession. Sir Henry Eing* 
espoused their cause, and in 1890 they got a special rate fixed at 

1. Sir Henry Seymour King, head of the banking firm of H. S. King and Co. 
(with branches at Bombay and Calcutta), M. P. (188S-1911); Mayor of 
Kenidngton ( 1901-02 ) : chairman, Commissioners of Income-Tax for the City of 
London ( 1925 ) ; founder of Overland Hail. 
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which rapces sliould be turned into sterling, namely la. 9d. Here weM 
rupee penaionB which were converted into sterling at a fixed rate. 

That is to say, those pensions were practically fixed in sterling ? 
— They were fixed in rupees originally but they were converted into 
sterling in 1890. 

But from that time they were practically in sterling ? They 
were practically in sterling, yes. 

The letter of the Bombay Chamber continues : 

Alt I am instructed to lay stress upon tn that direotion is that, when 
Qovemment deolde on the oompetenoe 6f Natives to hold certain posts, doe 
aliowanoe should be made in fixing their pay for the proportionate oost of living 
and expenditure between them and Europeans of a like grade. 

Fourthly, assuming that some relief was needed, it was most 
unfair to give the allowance to all I mean men who went out to 
India after the rupee had fallen below Is. 4^., t.e., who accepted the 
rupee salaries with their eyes open, as also those who had no remittan- 
ces to make to England— these, at any rate, ought not to have been 
granted the allowance. This indiscriminate nature of the grant 
constitutes, in my opinion, its worst and moat r^rehensible fea'cure. 
No wonder after this that the Indians should feel that India exists for 
the European services and not the services f6r India 'While the 
miserable pittance spent by Government on the education of the 
people has stood absolutely stationary for the last five years on the 
ground that Government has no more money to spare for it, here is a 
sum larger than the whole educational expenditure of Government 
given away to its European officials by one stroke of the pen. 

The salaries of some of the officers are fixed in rupees by statute. 
The grant to these men seems to be illegal as long as the statute is not 
amended. The question, I understand, has been raised, but it has not 
yet been disposed of by the Secretary of State. Meanwhile the allow- 
ance continues to be paid to these officers pending such disposal. 

The next branch to which I would call your attention is that of 
Education ?— The meagreness of the Government assistance to public 
education in India is one of the gravest blots on the administration of 
Indian expenditure. No words can be too strong in condemning this 
neglect of what was solemnly accepted by the Court of Directors in 
1854 as a sacred duty. During the last four or five years the Govern- 
ment grant to education has been absolutely stationary. In 1891-2 
it Was Bx. 889,173. 



OBAL EVIDOCB 


m 


( fiiV James P&le ) Is that net or gross ?— Gross ; the receipts 
have not been deducted, but, if they were deducted, it would be 
worse. In 1894-5 it was ]to.910,972, showing an increase of only 
Bx. 21,800 in four years. But even this increase was only an addition 
to the salaries of European officials in the department in the shape of 
exchange compensation allowance, as may be seen from the fact that 
while there was no charge for this allowance in 1891-2, in 1894-5 
the compensation to educational officers was Bx, 18,800. About 
Bx. 30,000 is the increase in hve years. Side by side with this might be 
noted another fact, viz , that during these same four years the Gov- 
ernment expenditure on public education in Great Britain and Ireland 
increased from 5 millions to nearly 9 millions sterling— the contrast 
is too powerful to need any comments. One cannot help thinking that 
it is all the difference between the treatment of children and step- 
children. There are more than 537,000 towns and villages in India, 
with a total population of about 230 millions, and yet there are less 
than 100,000 public primary schools for them. The population of 
school-going age in India is about 35 millions, out of whom only about 
4 millions ( including those attending private or unaided schools ) are 
under instruction, which means that out of every 100 children of 
school-going age, 88 are growing up in darkness and ignoranoe and 
consequent moral helpfessness. Comment on these figures is really 
superfluous. 

I majf add that In 1888 the Government of Lord Dufferin issued 
a Besolution, which amounted to a virtual change of policy in the 
matter of education. Only four years before that Lord Bipon had 
issued a Besolution, addressed to all Provincial Governments, urging 
them to increase their expenditure on education, and even offering 
assistance from the Imperial Exchequer, where absolutely necessary. 
In 1888, however, Lord Dufferin directed the Provincial Governments, 
in express terms, to gradually reduce the share contributed by Govern- 
ment to public education. 

( Chairman ) Has the Resolution been published ? —Yes, it is 
appended to Sir Alfred Croft's* review of education from 1882 to 1886' 
It was published In 1888. 

( Sir James Peile ) I do not get the figures to correspond to 
yours?— If I get a copy of the Statistical Abstract, I will show them. 

I think you have not taken education managed by local bodies?— 
No, of course not; that is separate altogether, 

I, Sir Alfred Woodley Croft, Plrector of Public Instruction. Bengal (1877-97)* 
member, Education Commission (1882-83); member, Bengal Legislative Council 
( 1887-92 ) : Vice-Chancellor, Calcutta University (1894-96 ) . 
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Why f — That is local taxation ; it is not contributed from 
provincial revenues. In the Statistical Abstract itself the figures are 
represented separately. The first column is from provincial revenues, 
the second is from local rates. 

But local rates, that means one-third of the cess on land revenue ? 
—Yes, but that is for local purposes. According to your view 
municipal money might also be added. 

Certainly?— That is not a Government contribution. The 5 millions 
and 9 millions 1 have spoken of as expenditure in England do not 
include local rates. 

You are merely giving what the Government itself provides out 
of the taxation fund ?— It might be said that is local taxation, where- 
as this is provincial taxation. 

Bid you include the scholars who were taught in the local rate 
schools in the total that you took ? — I have taken all. 

( Chairman ) Are the 4,000,000 scholars you have mentioned out 
of 85,000,000 aided out of local rates as well as out of the public taxes ? 
— And even those attending schools not aided. There are some 
schools in India that receive no aid from Government. Anybody who 
attends a school is included. 

( Sir James Peile ) The number of educated persons has largely 
increased ? — Well, of course they must increase in that way. 

It is always increasing. It is increasing, and it began from a 
very low scale indeed under native rule ? — That I admit. But of 
course the British Government should never think of comparing itself 
with previous Governments in such matters. 

It must begin where they left oflf, you know ? — What I complain 
of is this change of policy. Lord Dufferin distinctly called on 
Provincial Governments to reduce their educational expenditure. 

On higher education ? — No, on all education. 

You mean that he wished to elicit the spontaneous energy of the 
people in promoting education. That is what he says, I presume ?— 
He says the share of Government must be reduced, that is all he 
says. 

On what ground ?— He says the work of Government is to pioneer 
the way ; that is how be puts it. That has been done, and now these 
things must be left more to the people. 

Was not that what Lord Ripon said four years previously ?— No, 
certainly not. 
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( Chairman ) You have not got that Despatoh here oould give 
you the reference. There was the review of the education in India by 
Sir Alfred Oroft, Director of Public Instruction in Bengal, after the 
Education Oommission. It is the first quinquennial review published 
by Government, and there is prefixed to that review a resolution of the 
Government of India dated June 1888, passed upon it. If that volume 
is brought I would read it to you. I wanted to bring my copy, but it 
was too heavy. 

While the book is being got out, perhaps we might pass on to the 
subject of raiiways ? — Yes, my friend Mr. Waoha has gone into this 
question in great detail, and 1 will only add one or two observations to 
what he has said. In the evidence already recorded by the Commission, 
satisfaction is expressed in one or two places that in India the working 
expenses of railways form a smaller percentage of the total railway 
receipts than in England, and the conclusion seems to be drawn that 
Indian railways are constructed and worked more cheaply than 
English railways. 

Are you putting that forth as a grievance ?— No, no ; 1 am only 
stating what strikes me as a conclusion not quite warranted. 

The fact remains that railroads were constructed cheaply, what- 
ever the reason ?— Not cheaply as judged by the Indian standard ; 
certainly cheaply conjpared with the English standard. If they used 
more native dgency, the working expenses would be even lower. 
Before the Fawcett Committee the whole question was gone into. In 
the case of the Great Indian Peninsular the actual expenditure very 
largely exceeded the estimates ; it nearly came to double the estimated 
amount. Mr. Thornton,^ who was Secretary in the Bailway Depart- 
ment, I believe, has himself stated that the whole thing was done 
very badly and very extravagantly. 

But the fact still remains that of almost all the railway systems 
in the world the working expenses of the Indian railways bear the 
smallest relation to the gross receipts ; therefore that means that, as a 
Government speculation, it is a beneficial one ? — 1 do not think so, 
my Lord, for this reason, that our wages are very low, and therefore 
the working expenses must be low. 

Still that dods not alter the fact that the undertaking is a profit- 
able one, that is all ?— I will make a few remarks on that afterwards. 

1. WMiam Thomas Thornton (18l3>18S0)i clerk in East India. House 
( 1836); first Public Works Secretary there (1858); wrote largely, op economical 
questions ; author of ' Indian Public Works and Cognate Indian Topics * (1875 ), 
and a paper on* Irrigation regarded as a Preventive of Indian Famines.' 

G.-77 
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I say that, if the walking expanses of a railroad are 4S per cent, 
of the gross receipts, it shows that the undertaking is more profitable 
than if they are 70 per cent. 7— That is true. 

I do not want to go further than that, because that is quite suffi* 
cientior me?— I might, however, state that this lower percentage of 
working expenses is not peculiar to our railways only, but is, in fact, 
a necessary condition of all industrial undertakings in India. Labour 
with us is very cheap, while capital is very dear, so a much larger 
margin is necessary for profits, and a much smaller one suffices for 
the working expenses than is the case in England. The mere fact, 
therefore, that the working expenses of Indian railways form a smaller 
percentage of the total receipts than they do in England does not in 
reality prove anything. Meanwhile it may fairly be asked. If Indian 
railways are, on the whole, a profitable undertaking, why do English 
investors, with all their enterprise, almost invariably insist on a 
Government guarantee of interest in one form or another 7 There 
was an excuse for the first companies requiring such a guarantee. 
But after so many years* experience of Indian railways, and after so 
many protestations, both from the existing companies and from Gov- 
ernment, that there is a great, a prosperous, future for Indian railways, 
it is astonishing to see that every new schdpie proposes that all ele- 
ments of risk and possible loss should be shifted on to the Indian tox- 
payw, securing an absolutely safe, clear percentage o^ profit for the 
English investor. So long as the Indian Government has to bear a 
net loss on railway account, no matter from what cause, so long it is 
futile to represent the Indian railway enterprise, whatever may be its 
other advantages, as a commercial success. 

Then may 1 take it that the conclusion you draw from this is, 
that it is a mistake to have made any railroads at all 7 — I do not say 
that. 

I do not see, if you speak of Indian railway enterprise in these 
very strong twms, that any other conclusion is left to you 7 — ^1 ex- 
plained before that, so far as the main trunk lines are concerned, the 
only complaint we would make is that they have been constructed in 
a very extravagant manner, as was given in evidence before the Faw- 
cett CSommittee ; but the increased activity which the Government is 
showing now is not required. I make a distinction between the main 
trunk lines and the other lines that are now being constructed. 

Are you able to say that the cost of construction, as compared with 
railioadB in other countries, is very dear ?-*■! am not prepared to say 
that. 
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If you are not piq>ared to say that, is it quite fair to speak in 
strcuig terms about the extravagance Extravagant about what ? 

As I understood your words, they were that the cost of oonstruo* 
tion of the railways has been very extravagant ?— Of the earliest 
railways. The earliest railways were constructed in a very uneco- 
nomical manner. 

I did not hear you limit your criticism to the earliest railways ; 
but, on the whole, are you prepared to say that the mileage expense 
of construction in India has been extravagant compared with what it 
has been in other countries ? — Well, I have not looked at it from that 
point of view. 

1 think, from your evidence, one* would gather that that was your 
view ?— No, my view is this, that there is a net loss which the State 
has to bear on the railway account, and, as there is greater and 
greater activity, there will be even more and more. 

1 quite understand that you would now prefer caution ; you Would 
not go so fast ; but your recent evidence has been founded upon the 
charge of extravagance ; and I want to know whether you have aotuo 
ally gone into the charges, and been able to satisfy yourself that the 
cost of the construotioiv of railways in India is dearer than it is in 
other countries, and, therefore, open to the charge of extravagance ?— 

I fear I must not hav^ expressed myself clearly. What I meant waa 
that the railway lines that were first constructed were constructed 
extravagantly, and, so far as that is concerned, I can give some evid- 
ence ; but, in regard to the lines tliat are now being constructed, I do 
not think they are being constructed wastefully or extravagantly. I 
do not say so ; but I mean that this rushing of programme after pro- 
{{ramme is burdening us with responsibilities. 

Now, with regard to the earlier railway lines, have you ever heard 
that the earlier lines in almost every country have been constructed 
at a very high rate ?— That may be ; but in the construction of the 
earlier Indian railways there was a great waste in India, which was 
condemned as culpable by men who knew the subject— by men like 
Mr. Thornton, who had been connected with railways for a long time. 
Bridges had to be re-constructed ; there was such lack of supervision, 
and a great deal of money was misappropriated, and things of that 
kind ; there was a great waste in all that. 

Is that a criticism of individuals, or a criticism of any responsible 
]jojy Mr. Thornton appeared before the Fawcett Committee as a 
responsible representative of the Government of India; and in 1867, 
when the Government decided to build on its own responsibility, tt 
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draw up a long statement of the whole case ; and there also it dwelt 
upon the wasteful character of the expenditure of the guaranteed com- 
panies owing to the want of proper check. These facte are all admit- 
ted by the Government. 1 have no fault to find with the present 
railway construction of Government on the ground of extravagance 
or wastefulness. What I mean is, that the revenues of the country 
are being burdened in an increasing proportion with these liabilities. 

Of course there is another matter to be taken Into consideration ; 
namely, that a railroad, which opens up a country, confers considerable 
benefits upon the country, which may be fairly purchased even if the 
railroad is not worked at a profit and if it becomes a charge, in conse- 
quence, upon the taxpayer ?— Yes ; but that becomes then a question 
of which benefit is comparatively heater. I would prefer Government 
spending much more on education to its bearing this net loss on 
railways. 

But that is a preference of your own ? — Oh, yes. 

In this case you dwell, in dealing with the railroads, upon the 
fact that the State has to pay a certain sum towards the expenses of 
the railroads, but you omit any allusion to the fact that the opening 
up of the counti^ in itself is \isually held to confer a benefit on the 
inhabitants, which benefit must be set agaipst any such loss as that 
oi which you speak ? — But I have said in my> evidence that “hrhat- 
ever the other advantages may be,” from the financial point of view I 
find fault with it. 1 say, “ So long it is futile to ‘ represent "the Indian 
railway enterprise — whatever may be its other advantages— as a 
commercial success. ” 

You say *' as a commercial success. ” it may be a commercial 
success on account of the benefit which it confers upon the country 
generally, even though it may cost the Government something. 
However, perhaps you will proceed ? — I have two suggestions to offer 
on this subject of railways. The first is, that the time has now come 
when the same restrictions that now exist on the outlay of public money 
on unproductive public works, should be imposed in the case of these 
so-called productive works also; these restrictions being, that in future 
all Government expenditure on these works, direct or indirect, should 
be out of surplus revenue only, and not out of borrowed money. A 
new programme, costing 28 crores of rupees, has just been announced, 
and a private letter which 1 received from India by the last mail says 
that it has been sanctioned in spite of the protest of the Finance 
Member, Sir James Westland. When one remembers that the condition 
of Indian finance is at present most depressed, that all really important 
Ifiiw have been already constructed, and that many of the most press- 
ing needs of the oountey, such as education, receive no attention fnnn 
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the Goverament on the ground of the poverty of its exchequer, one 
cannot help thinking bitterly of this reckless profusion of Gtovernraent 
in the matter of railway construction, especially as the Indian pe(^le 
feel that this construction is undertaken principally in the interests of 
English commercial and monied classes, and that it assists in the 
further exploitation of oxir resources. The second suggestion is that 
the guaranteed railways should be taken over by Government at the 
first opportunity in each case, without exception. The waiver of the 
right to take over the Great Indian Peninsular Railway 20 years ago 
was very unfortunate. Apart from the loss entailed by the high 
guarantee, by the unfair manner of calculating the surplus profits, 
and by their calculation six-monthly, instead of yearly, there is 
another very deplorable loss which the Indian exchequer must bear 
in the matter of these guaranteed railways. The shares of these 
companies are at a high premium, and that is due, in great measure, to 
the Government guaranteeing a high rate of interest. The premium 
thus is, to a considerable extent, only artificial, and yet Gkrvemment 
must pay it when it has to take over these railways. 

That really means, does it not, that you would put a stop to rail- 
road extension now almost entirely ?— Unless funds can be supplied 
out of revenue. , 

Quite so : but the surplus having been comparatively small, it 
would mean, , would It not, that practically no railroads would be 
made ?— If it comes to that, I would be prepared to accept that. 

( Sir William Wectderburn ) Looking to the very difficult position 
of Indian finance, you think that railways are a luxury for which the 
country can wait a little, though they do desire them ? — That is my 
view ; that is also Sir Auckland Colvin’s view. 

( Chairman ) Would you really impress it on the Commission 
that the Secretary of State and the Government of India have under- 
taken these railways principally in the interests of English commerce 
and commercial monied classes ; is that a direct charge of yours ? — 
That is the impression in India, because the facts are there. When- 
ever a Viceroy goes out to India there is a deputation that waits on 
him, and they put pressure upon him to construct these railways, and 
he makes a promise, more or less, that he will do his best. There is 
no feeling in India that there should be these railways— the Finance 
Member is opposed to them. The Famine Commission recommended 
that 20,000 miles of railways would be practically sufficient, so far as 
protection from famine was concerned— that total has been reached, 
and still there is a new programme of 28 or<»es. 
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( Sir James Peile ) Not for protective lines I have not oaught 
the question. 

The programme of 38 orores contains no protective lines 7 — We 
do not want any more of their lines ; spend more on education for the 
present, and afterwards on railways. You are going in one direction 
and going in no other directions. All these railways cannot be a 
disadvantage— 1 am prepared to admit that— but it is a question as to 
which advantage is greater. 

( Chatman ) And do you hold that the Viceroy is only a registrar 
of what the commercial classes here choose to tell him 7 — Not choose 
to teU him, but the pressure is felt by the Secretary of State owing to 
the peculiar position of English politics. 

You do not think it possible that the Viceroy may think this 
policy for the advantage of India 7— It is difficult to put the thing 
exactly that way. 1 rather hesitate to put the thing as strongly as 
that, but more or less that is the impression. 

But you have stated that this construction is undertaken princi- 
pally in the interest of the English commercial and monied classes 7 
— ^That is what we feel. 

And I think anybody listening to that ip.ust feel that you are 
yourself supporting the idea that the Viceroy was not doing*' this 
mainly in the interest of the Indian public, bu{ principally in the 
interest of the monied classes here 7 — That is the only conclusion, 
that we can derive from certain facts. I will mention one. In 1879 
a Parliamentary Committee^ sat to inquire into this subject of public 
worka Well, after a great deal of careful inquiry they recommended 
that 3) millions a year should be the limit of borrowing foe Indian 
public works. Of course, the Secretary of State and the Ghnrernment 
of India between them can alter this limit ; and, as a matter of fact, 
i^ey have not been acting up to that limit lately. This new programme 
of 38 oroies, which is to be finished in a short time, also shows that 
th(^ are setting aside this limit ; so the impression that we have is 
that it is all undertaken more in the interests of the commercial 
classes. 

( St William Wedderimm ) Has any great native association, 
like ^e Indian National Congress, ever pressed for that rapid exten- 
sion of railway communication 7 — Never. 

1. Select Committee with Lord George Hamilton as the chairman '* appointed 
to inquire into and report as to the expediency of constructing public works in 
in^'wlth money raised on loan, both as regards financial results and tbeprevonUoa 
of famine. " 
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In the 13 yean in which they haye made representations to 
Government, t^t has not been inolnded in their programme 
Never. 

Therefore, you assume that it has not been owing to Indian 
pressure, but it has been owing to English pressure that this activity 
has gone on?"Yes. That is my view. 

{Chairman) Now we come to the Famine Insurance Fund? 
—All statistics on the subject of this fund are already before the 
Oommission. Of late years, there has been a great deal of controversy 
as to the real object with which the fund was created. I think the 
best evidence that 1 can offer on this point is to quote the following 
extract from the report of a Parliamentary Committee which examined 
in 1879 the subject of public works in India, and of which Lord George 
Hamilton was chairman* : 

During the finaooial yaara 1877>78 and 1878-79 additional taxation was 
impoaed in India in order to eatabiiah an annual Famine Inauranoe Fund of 
1.500,0001. That amount waa fixed with referenee to the famine expenditure 
which, during the laat aix yeara, had amounted to the enormous sum ( exoluding 
loaa of revenue ) of 14,487,8277., of wbioh a very iarge portion had been met by 
borrowing. 

i hir James PeUe ),*Will you tell us what that taxation was ; you 
say taxation ; what taxation ?— The special taxes that were imposed 
by Lord Lytton. * 

What were they ? — Well, the license tax was imposed, the 
officers of Government and certain other classes were exempted, but 
then the traders and such other persons were taxed ; it was known as 
the license tax. 

The question is what the license tax Act said; was it said in the 
Act that it was imposed to establish a fund of 1,500, OOOf. ? — Well, the 
proceeds of the license tax were to form a famine fund. 

Was it mentioned at all or referred to in the license tax Act ? — 
I cannot say exactly what was contained in the Act itself, because I 
never thought anything of that. 

It would all depend on that, would it not ? — I have read the 
Viceroy’s speech. 

The object of the taxation would be stated in the legislation which 
established the tax ? — I have read the Viceroy’s speech and Sir John 
Straohey’s speech on that occasion. 

( Sir James PeUe) I gave in Mr. Waoha’s evidence the preamble 
of two Acts wbioh were passed in 1876 or 1879, one for the Northr 


1. lee (oot'oote on p. 614. 
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West Provinces and the other for the Punjab, in which I showed that 
the taxation was imposed^local rates it was-^to strengthen the 
general finances in order to enable them the better to deal with the 
relief of famine. It was not said the taxes were set aside as part of 
the Famine Fund, as it is called. 

( Mr. Nao7*oji ) You are reading now an extract from the report 
of the Parliamentary Committee ? — I quoted from a report by a 
Parliamentary Committee, of which Lord Gteorge Hamilton was 
president. 

( Chairman ) Yes, but 1 think the legislation itself is better 
evidence than what somebody sdid about it ? — It depends on the 
view you take of the matter. I have in my hand here a despatch 
written that very year by the Secretary of State to the Government of 
India on this same subject of famine insurance. Lord Cranbrook^ there 
also uses precisely the same language. 1 will read from that after I 
have finished the extract from the Committee’s report, but he uses 
precisely the same language. 

Yes This is what the Parliamentary Committee says : 

The objeot, thererfore, of this Famine Insurance Tdnd was, by inoreasina the 
revenoe« to avoid the oonstant additions to the debt of India which the prevention 
of periodical famines would entail, by either applying tl^at increase of income to 
works likely to avert famine, and thus obviate famine expenditure; or by reducing 
annually debt contracted for famine, so that if famine expenditure should again 
become inevitable, the reduction of debt made in years of prosperity would com . 
pensate for the liabilities incurred during scarcity. This increase of taxation 
was sanctioned by the Secretary of State in Counoil on this understanding. Last 
September, the Home authorities received a despatch from the Indian Government 
adverting to the difficulty of discriminating between works strictly productive^ 
and those only admissible as providing against the effects of famine, and propos* 
ing * to accept a yearly maximum deadweight charge to be fixed, as experience may 
suggest, for works constructed as productive, whether under the existing striot 
conditions, or, as now proposed, in order to prevent famine or give protection from 
famine, or diminish the expenditure for the counteraction of famine, if it occurs 
In other words,' *they would limit to a specific maximum amount the net expenditure 
for the interest on the capital cost of all suoh works aod their maintenance, after 
setting off all the net income yielded by the works.' In addition to the annual 
loss entailed by ' their net existing liabilities,' they proposed to add an annual sum 
not to exceed 25 lakhs of rupees, and they thought that that amount might form a 
primary ohafae upon the Famine Insurance Fund * on the consideration that the 
ooDstruotion of any works not fully productive, according to the existing definition 
which may be thus facilitated, will cause an equivalent reduction of the ultimate 
llaMltty on aooount of famines when they occur.' Tue first portion of this proposi* 
tion has been already suggested by the Indian Government in 1S76, and rejected 


1. see foot-note on p. 33. 
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by the Seoretery of State in OouooiL The hitter part of the suggeBtion by which 
it 1 b proposed to permanently aseign 35 lakhs of rupees of the Famine Insurance 
Fund, in order to raise money for the oonstmotion of famine works, not fully 
productive, is an entire inversion of the object for which the fund was raised. This 
increase of taxation was justified as necessary, in order to meet, as far as was 
possible, famine expenditure for the future out of income ; but to immediately 
appropriate a portion of the income so raised to pay the interest of new loans 
was a proposal which, in the opinion of your Oommittee, the Secretary of State in 
Council had no option but to reject. 

Lord George Hamilton Is now Secretary of State for India, and, 
judging from a recent debate in the House of Commons, bis Lordship 
seems to have forgotten what he wrote in 1879 as chairman of that 
Parliamentary Committee. The Indian people, however, have a better 
memory. There is another document that I would also put in here 
with your Lordship’s permission, and that is a despatch* written by 
Lord Oranbrook on the 20th February, 1879, on this same subject of 
the Famine Insurance Fund, and therein he expresses precisely the 
same views. In paragraph 6 he says : 

It had been laid down by Lord Northbrook in 1874, *that, besides a fair surplus 
of income over ordinary expenditure, such a margin should be provided, in addition, 
in ordinary times, as shall oonsitute a reasonable provision for meeting occasional 
expenditure upon famines* ;^nd in referring to the subject in the debate of the 27th 
of December, 1877, Sir John Btraohey mentioned the argumment of Lord North* 
brook, *tbat, if ibis surplus were devoted to the reduction of debt, or to 
preventing the^increa8et>f debt for the construction of reproductive or public worksi 
in years of ordinary prosperity, there would be no objection to the public expendi- 
ture exceeding the public revenue in occasional years of adversity, so that we 
might then, without objection, meet the charges on account of famine from 
borrowed funds, to the full extent to which our surplus bad permitted the discharge 
of debt or prevented its increase.* 

Then Lord Cranbrook proceeds to say : 

The cost of the famines was estimated, on an average of years, at about 
1,500, COOL, and provision was made for meeting ibis expendittire by measures of 
financial decentralisation, and by new taxation. *The Government of India/ 
said Sir John Straobey, * intends to keep this million and a half as an insurance 
against famine alone ; , , . . we consider that the estimates of every year ought to 
make provision for religiously applying the sum T have mentioned to this sole 
purpose; and I hope that no desire to carry out any administrative improvement, 
however urgent, or any fiscal reform, however wise, will tempt the Government to 
neglect this sacred trust.' 

That is a quotation from Sir John Strachey’s speech which Lord 
Cranbrook has given here. Then he proceeds to show how the hypo- 
theoation of 25 lakhs of rupees would be an inversion of the fund. 

* Appendix 1. 

G,-78 
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The whole thing is, in fact, stated as we have it theie in the Parlia* 
mentary Committee’s report, which I have already quoted Further, 
in 1884 there was another Parliamentary Committee^ on Indian Bail- 
ways, and this Committee also went into the subject of the Famine 
Insurance Fund. Lord George Hamilton was also a member of this 
Committee, Mr. Arthur Balfour was a member, the late W, H. Smith 
was a member. This Committee of 1884 wrote about this question 
as follows : 

HaTing regard to the certain recurrence of periodical famines, and being 
of opinion that the cost of famine reliefs should not be added to the permanent 
debt of the Company, the Government of India established, in 1878, an annual 
Famine Insurance Fund of 1,500,000/. T^is sum was fixed upon the calculation 
that famine reliefs would cost, in every 10 years, 15,000,000/. And the 
additional taxation required to provide the Famine Insurance Fund was 
sanctioned by the Secretary of State in Council, on the understanding that the 
revenue thus raised should be applied to the construction of works likely to avert 
famine, or to the reduction of debt contracted for famine expenditure. Proposals 
have more than once been made by the Government of India to hypothecate a 
portion of the annual Famine Insurance Fund to the payment of interest on 
money borrowed for the construction of railways. But the Secretary of State in 
Council has declined to sanction these proposals, and the Select Committee of 
1878-79 were also of opinion that the appropriation of a part of the Famine Fund 
for the payment of interest on loans raised to be expended on famine works^ not 
fully productive, would be an entire inversion of the object for which the fund was 
created. 

They repeat that again later on too ; that is the gist of the whole 
thing. 

( Sir J antes Peile ) That is all very well, Mr. Gokhale, but has not 
that been substantially carried out ?— No. You pay now the interest 
of the Bengal Nagpore and Indian Midland Railways out of the 
Famine Insurance Fund. 

That is looked upon as a protective line, but that is a small item. 
What I wish to draw attention to is the statement made by Sir James 
Westland in the last financial statement. You saw, no doubt, that in 
15 years 17,500,000/. of famine grant surplus had been actually 
expended. You object to one item, but I think there were 10,000,000/ 
on railways and 5,000,000/. on the redemption of debt, the total being 
17,500,000 /. in 15 years, Now, there was no absolute legal obligation 


1. The Select Committee was appointed " to inquire into and report upon the 
necessity for more rapid eatension of railway communication in India, and the means 
^y which this object may bo best accomplished, with special reference to the report 
the Famine Commissioneis, and with due regard to the financial condition of 
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to put aside the 1,500,000/ , whether there was a surplus or not. 
There must be a surplus before you can put it aside, and the Govern- 
ment of India have actually managed to put aside 17,500,000/. in 15 
yem% ; also they have lately decided that, the protective railways being 
now completed, it is no longer necessary to put aside so large a sum 
as 1,500,000/. surplus, but that 1,000,000/. would suffice. I want to 
know what your grievance is ?— I believe Mr. Jacob has given all the 
figures connected with this, and they are published in one of the 
appendices of the first report of the Oommission. There the figures 
are given from 1879 or 1880 up to the present. During five years, 
during Lord Dufferin’s time, the allotment for the famine grant 
was very small; and then for several years past this hypothe- 
cation of a portion for paying the interest on railways, which 
was expressly condemned by two Parliamentary Committees, and 
by the Secretary of State twice, has been also now allowed, and our 
grievance is in respect of this; when the fund was first created, 
it could be devoted to two objects only, namely, either to capital 
expenditure on the construction of productive public works, or to 
paying off debt ; on no third object was it to be used. 

Not on direct famine relief ?— I beg pardon; that was, of course, 
implied ; in fact. Lord Oanbrook called on the Indian Government to 
transmit every year half the money to England to be 'invested, or paid 
off in discharge of peevious liabilities ; that was the original idea of 
the fund. How the fund is now administered is well known. 

( Cltairman ) The Government of India has changed its view on 
certain matters ; it is not bound not to change its view as long as it 
maintains a sufficient reserve ? — No doubt ; but special taxation was 
imposed. 

( Sir James Peile ) I combat that, and ask : is there a special 
taxation? — There is. 

There is the law?— And there are the speeches of Sir John 
Strachey. 

And there are the Acts ? —I should take my view of them from — 

More from what people say than from legislation ?» More from 
what a responsible Secretary of State says. 

Than from legislation ?— The Secretary of State sanctioned the 
taxes. 

Than from the legislation itself ?— I have not seen the Act ; I 
cannot say anything. 
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You have not looked up the Act ?— I did not think anyone would 
dispute what the Secretary of State himself had said about his own 
object. 

Not when he legislates and puts his thoughts into an Act. Is not 
what he says in an Act more important than what he says as an dbiter 
dictum ?— Here he distinctly says that the legislation was sanctioned 
on this understanding ; the understanding of the Gtovernmenl of India 
would not appear in the Act. 

Your claim is upon a pledge given by the Government, not upon 
any legislation ? — Yes. 

{Sir William Wedderburn) li^is not upon any legislation, but 
it is upon a personal pledge given by the Government that they were 
reiising the money for a special purpose, and making it a sacred trust. 
That is your ground ?— Yes. 

The Government never made it a sacred trust ; such words were 
only used ?-^Lord Lytton said, “ to say anything else is to insinuate a 
calumny ” ; those were the words he used. 

( Chairman ) There have been quotations made from Sir John 
Straohey, but I think it rather interesting to take the whole of his 
statement. Sir John Straohey, in explaining, on the 27th of Deceiliber 
1877, to the Legislative Council in India the measures that had been 
taken, said : • ' 

It )8 tbf firm intontioD of the present Oovernment to apply the funds now to 
be prorided for this speoial purpose, strictly to the exclusive objects which they 
were designed to secure. In such matters, no doubt, Governments cannot fetter 
their successors ; and nothing that we could now say or do would prevent the 
application of this fund to other purposes. Without thinking of a future far 
removed from us, events might, of course, happen which would render it impossible 
even for us, who have designed these measures, to maintain our present resolu- 
tions. So far, however, as we oan now speak for the future, the Government of 
India intends to keep this million and a half as an insurance against famine alone. 
In saying this I should explain that we do not contemplate the constitution of any 
separate statutory fund, as such a course would be attended with many useless 
and inconvenient complications, without giving any real security. Unless, then, 
It should be proved hereafter by experience that the annual appropriation of a 
smaller sum from our revenues will give to the country the protection which it 
requires, we consider that the estimates of every year ought to make provision 
for religiously applying the sum I have mentioned to this sole purpose ; 

and this is the point which has been relied on after the statement 
that has been quoted : 

And I hope that no desire to carry out any administrative improvement, how- 
ever urgent, or any fiscal reform, however wise, will tempt the Oovemment to 
neglect this sacred trust. 
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Here, in the speech iu whioh Sir John Straohey explains the Bill 
which he is gpiing to bring in, he especially says that, if it should be 
proved by experience in the future that the annual apprqpriation of a 
smaller sum will suffice, it may be varied, and, further than that, be 
expressly says that be cannot bind future Qovernments. Now, I do 
not think you can say that such a speech as that creates a sacred 
trust which can never be departed from. And, further than that, 1 
would ask you this : Would you really mean to say that because a 
statesman said, 20 years ago, that a certain charge is necessary, that 
that statement is to be binding for all time ?— In regard to the first 
part of your Lordship’s question, I may say I was aware of that 
quotation from Sir John Strachey’s speech. It was used in the recent 
debate by either Lord George Hamilton or Sir Henry Fowler. 1 was 
careful, therefore, not to make any quotation from Sir John Strachey 
myself. That quotation is one given by the Parliamentary Committee 
and another by Lord Cranbrook himself, and I only read those two 
extracts ; but Sir John Straohey was there only speaking as a member 
of Council ; Lord Cranbrook, however, showed on what grounds the 
formation of the fund and the imposition of the tax were authoriaed 
by him. I believe that ought to dispose of that first question. In 
regard to the second, I quite admit that a mere declaration made 20 
year^ back need not always be binding, but the Government should 
openly come forward and say so. When Lord Dufferin, for instance, 
wanted to fake away a large portion of the Famine Grant, what he 
should have done was this : he should have formally announced that 
the Famine Insurance Fund, for whioh extra taxation was imposed, 
no longer could be contributed to in that manner. In fact, what the 
Government did was to take advantage of the Famine Insurance Fund 
in that year, and escape the additional unpopularity which would 
have come to them, if this fund had never been created, frrnn the 
imposition of new taxes. If there had been no Famine Insurance 
Fund in 1886, Lord Dufferin would have been compelled to put on 
certain extra taxes, when he wanted extra expenditure. But, having 
been able to take advantage of the Famine (}rant as it stood, they 
escaped that unpopularity. 

Now, it appears to me to be the judgment of the Government at present 
that the end for whioh the Famine ihnd was established has been aocom« 
pushed, that this sum of 17,000,000/., which has been applied, has accom- 
plished the end, and that they are in a position nowto reduce tiie annual 
sumto 1,000.,000/. What do you say about that? Do you consider that 
they are entirely wrong, that the works up to the prmnt «re not 
Buffiodent, and this dictum of 20 years ago is to be as if it were a 
sacred communication from <m high whioh is never to be departed 
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from, namely, that 1,500,000/. in good weather or bad weather, adrer- 
sity or prosperity, is to be spent by the Indian Government, whether 
it is wanted or not ? — I do not say that, but I would say this, that 
the reduction of the Famine Grant from 1,500,000/. to 1,000,000/. was 
decided on about a year and a half or two years ago, when the present 
famine had not visited the country ; in fact, the Government seemed 
to think that, because for a few years there had been no famine, there- 
fore they heed not take that possibility into account. The present 
famine has profoundly modified the situation ; I should expect a 
change of view in the Government. 

( Sir James Peile ) They never said they thought that there 
would never be any more famine ? They have not said that, but 
they thought they had made adequate provision for famine. 

Did you see what Sir James Westland said as to the results of 
the Famine Grant, that, though the present famine is a very much 
more widely extended one than the famine of 1876, yet the Govern- 
ment anticipated that the expenditure would be considerably less ; 

that ho attributed to the construction of protective railways from 
the Famine Insurance Ghrant ? — That remains to be seen ; if the 
famine extends over two years as it did 20 years ago, I fear things 
will be too horrible to think of. That is my viqw. 

It is not necessary to assume that, in order to give a dark colour 
to the picture ? — I do not want to, but you must compare like with 
like. That famine lasted two years ; how can you compare that with 
this famine ? 

That is not what Sir James Westland did ? -“ I have not read 
that speech ; surely he would not compare two years with one. 

( Sir William Weddsrbum ) If the Gtovernment determined to vary 
that original arrangement and reduce the 1,500,000/ to 1,000,000/., do 
you not think it would have been a reasonable thing also to reconsider 
the special taxes, by which that money was raised, and, if ohly 
1,000,000/. was wanted, to reduce the taxes that were to produce 
that sum ? — Yes. 

(Chairman') I have a paper before me, which Sir William 
Wedderburn gave me, on the subject of the Famine Fund, and it 
carries the receipts from assessed taxes up to 17,000,000/. 1 am 
infcmned that that column is not a correct one. First of all, it leaves 
out the local assessments which were made for the purpose, and, next, 
it includes the extra money which was obtained when the Mcense duty 
was converted into an inoomo’tax ; and 1 am Informed that praotioally 
these extra cesses and these lioeoee duties, at the fate at which they 
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were imposed under the Bill of Sir John Straohey, would not amount 
to more than 1,000,000/. a year ?— My Lord, the Secretary of State, 
writing at that time, admits that the extra taxation was intended to 
raise this sum of a million and a half. That puts the Indian Govern- 
ment out of Court, I believe, on this point ; it is too late now to say 
that the extra taxes raised less than that amount. 

I do not think it is so, begging your pardon ; what I believe to be 
the case is that he put the insurance against loss of revenue and 
actual expenditure on famine at not less than Bx. 1,500,000. The 
first step taken to meet this charge was to extend the system of decen- 
tralisation of provincial finance, by which the Imperial revenue was 
relieved by about Bx. 400,000 a yed!r ; that is to say, Bx. 400,000 was 
added to the Imperial surplus. This left Bx. 1,100,000 to be obtained 
by taxation, and the extra taxation imposed was, therefore, to be 
Bx. 1,100,000 for this purpose, and, as a matter of fact, Bx. 1,100,000 
was the produce of the extra taxation ? — I would only make one 
observation, if your Lordship will allow me ; I aoc^t those figures 
which have been just now given by your Lordship. What I mean to 
say is that that is comparatively a small point. My complaint is two- 
fold. First of all, they have been paying interest out of the fund, 
whicli was repeatedly declared to be an entire inversion of the fund ; 
secondly, when they first diverted the fund to other purposes, they 
never made an express declaration that they were so doing, which 
they were bound to make in view of the pledges which they had given 
before. 

( Sir James Peile ) 1 want to revert for a moment to what 1 said 
about the resources of the people in time of famine, as shown in the 
ornaments being sent to the mints ? — Yes. 

1 wish to read a paragraph from the Indian Currency Committee’s 
Beport: “During the period of the great famine of 1877 and the 
following years, large quantities of silver ornaments were minted. 
In three years no less than Bx. 4,500,000 were thus turned into 
money ” ? — How much ? 

Bx. 4,500,000 ? — But for what population ? 

That you may take os a general statement. The famine affected 
the people in Madras and Bombay ?— But it would indicate a very 
small amount of relief. 

That is not the question ?->Then what is it 7 

( Sir Wtlliatn, Wedderburn ) But from the fact of their ornaments 
having been sacrificed in the last famine we may ajssume that they 
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are in a less favourable position to meet the present famine 
Certainly. 

( Sir Jama Peile ) Why ? 

[Sir William Wedderburn) Unless we know that they have been 
replaced. 

[Sir James Peile) But do you know that they have not been 
replaced ?— You must also look to the habits of the people. The 
parting with ommnents in our case is like parting with hats and 
clothes and other things looked upon as necessary by the TCu g buh 
people. 

( Chairman ) The Indians are luxurious ? — My Lord, it is only 
a small ornament here and there. But your Lordship may calculate 
how much that Rx. 4,500,000 is per head. The people live in the 
most simple manner possible. Each girl that is married feels that she 
must have some small silver thing. 

It shows a taste for luxury, which is expensive ?— They spend 
next to nothing on their daily wants, and on their clothes and other 
things. 

But, with regard to what Sir William Wedderburn says, I think 
we have what looks very much like a proof that these ornaments have 
been replaced, because a very large amount of silver and gold has 
gone into India, which has not, as far as our returns go, been exported f 
—But who has absorbed that, that is the question. Whal classes have 
absorbed the gold and silver ? 

It only shows, as I say, the great taste of the Indian people for 
ornaments, which is a form of luxury ? — Just in the same way they 
have to spend large amounts on funerals. They groan under the sys- 
tem, and have to go to the money-lender ; but they must do it ; it is the 
social life of the people. 

( Sir William Wedderburn ) For a respectable Hindu woman to 
give up all her ornaments would be like a woman in this country 
parting with her wedding ring, so to say ? — Yes. That would be a 
proper parallel. 

( Chairman ) Now, would you pass on to the Civil Departments of 
the Bombay Presidency ? — Yes, I now come to a criticism of the 
Civil Departments of my Presidency, on which subject, I understand* 
the Gonunission would like to hear my views. I may mention that a 
very exhaustive memorial criticising the working of 'these departments, 
from the financial point of view, was submitted In 1886 by the Poona 
Sarvajanik Sabba, of which I was Hon. Secretary for seven years, to 
the Finance Committee appointed by Lord Dufferin. In so far as the 
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situation has undergone no change, that criticism has only to be 
briefly repeated on this occasion. Where the situation b altered, 1 
must modify our observations of 10 years ago. 

Oeneral Administration— The total charge under this head ih 
1884-85 was about 12^ lakhs of rupees. In 1894-95 it was over 14| 
lakhs. A large part of the increase is due to exchange compensation 
allowance. About half a lakh is due to the transfer of the charges of the 
Inspector-General of Gaols, Registration, and Stamps to this head. 
The increase in the Civil Secretariat is striking, being about Rz. 6,000. 
The expenses of the staff and household of the Governor have also in- 
creased from Rx. 8,600 to over one lakh. It has long been felt that 
the Bombay expenditure under both these heads is on an extravagant 
scale. In Madras they manage things much cheaper. Madras is a 
larger Presidency than Bombay, and yet, in 1894-95, its Civil Secre- 
tariat expenditure was only Rx. 30,640, as against Rx. 41,400 for 
Bombay. Similarly the staff and household expenditure in Madras 
in that year was Rx. 4,600, as against Rx. 10,700 for Bombay. On 
this point I would suggest that the Staff and Household allowance in 
Bombay should be commuted into a lump sum of about Rz.6,000 a year. 
The intermediate supervising staff of Commissioners of Divisions also 
come; under this head. ^^Its cost in 1894-95 was over 3| lakhs. This 
item of expenditure is a very heavy and perfectly needless drain upon 
the revenues.^ This iustitution of the Commissioners introduces an 
unnecessary step between the district and the headquarters of govern- 
ment, causes culpable delay in the speedy despatch of public business, 
and is opposed to the proper efficiency of the district government. 
The Commissionership of the Central Division was, moreover, created 
20 years ago, in consequence of the pressure of famine, and it ought 
to have been abolished as soon as the pressure had disappeared. 

Land Reverme Administration — The charges under this head are 
about 65 lakhs, and have for some years past been more or less steady. 
In the Presidency proper there are 12 senior and 9 junior Collectors, 
with 41 Assistant Collectors. There is besides a large number of 
supernumeraries. Then there ue about 50 Deputy Collectors 
and a large number of Mamlatdars, one for each taluka. On an 
average, each district has one Collector, two assistant collectors, with 
a mamlatdar f or each taluka. When the Revenue Department was 
first organised, the other Departments of the State were not formed, 
and the Revenue officers were the only officers whom government 
could regard its principal executive officers. Collectors therefore 
found it almost impossible to conduct their duties efficiently, and their 
staff had to be strengthened by the addition of assistant collectors < 

Q.-ve 
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but during the last few years, most of the other Departments have 
been fully organised, and each I^partment has now its speoial staff of 
administrative and executive officers. Under these altered circum- 
stances, therefore, there no longer exists the necessity of maintaining 
the staff of assistant collectors under the District Revenue Officer, 
except so far as the necessary provision of training some few 
covenanted civilians for district work might require. For this pur- 
pose, one Instead of two or three— the present number of assistants — 
would be more than sufficient. This change, without affecting the 
efficiency in the slightest degree, will relieve the State of a needless and 
costly burden. The district in India is the proper unit of administra- 
tion, the collector being the chief representative of Government in the 
distiict. The present scheme of« district administration, however, is 
radically defective, and entails a large waste of public money. The 
great multiplication of Central Departments which has taken place in 
recent years has, while imposing a heavy strain on the finanoesi 
considerably weakened the position of the collector, and the machinery 
of administration has, in consequence, become much more vexatious 
to the people than it was before. The great fault of the existing 
system is that the number of inspecting, controlling, and supervising 
officers is wholly out of all proportion to the number of real workers. 
Government, in all its departments, fixes ithe salaries of its ojPficers 
high enough to show that it trusts these officers, and expects from 
them efficient and conscientious work; but, afte];.showing this mark of 
confidence, it imposes check upon check, as if no officer could be 
trusted to do his duties. Perhaps, such a state of things was inevitable 
in the early days of British rule, when everything had to be properly 
organised, and various administrative reforms had to be carried out. 
But now that things have settled themselves, and most of the work 
done is comparatively of a routine character, it is a sheet waste of 
public money to maintain such a system of checks and over-centraliza- 
tion. I have already spoken of the Divisional Commissioners, who 
are at present only a fifth wheel to the coach. In the North-West 
Provinces, Punjab, and Bengal there are, besides the Commissioners 
of Divisions, Revenue Boards of two or three members. This double 
or treble machinery serves no useful purpose beyond a nominal 
but very often vexatious check. It may be admitted that some check 
is necessary, .but too much check defeats itself by becoming either 
vexatious or nominal or both. What is wanted is a check more real, 
by its being more on the spot. The district being a unit of admini- 
stration, the collector's position should be that of the President of an 
Executive Board, consisting of his Revenue, Police, Forest, Public 
Works, Medical and Educational asslstAnts, sitting together each in 
charge of his own department, but taking counsel in larger matters 
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witih the heads of the other departments under the general adyioe of 
the oolleotor>president. To this Official Board the Chairmen of the 
District and Municipal Boards may be joined as non-official representa- 
tives. These 10 members, thus sitting together, and representing as 
many departments, would form the best check on each individual 
deparhnent. With such a self-adjusting, simple, and effective system 
at work, the present complicated and less efficient system of check 
and overcentralization might be dispensed with to the great relief of 
the people and of the finances of the Presidency. In fact, just as 
they have now got provincial decentralization, so if there was district 
decentralization, things would evidently improve. 

The next point in your paper, I&r. Gokhale, is the Forests ?— Yes. 
The expenditure under this head was Rx. 96,400 in 1891-2, In 1894-5 
it was Rx. 103,400, an increase of Rx. 7,000 in three years. The 
increase was mainly due to exchange compensation allowance. The 
administrative charge in this department is excessive. The salaries 
of the Conservators, Deputy Conservators, and Assistant Conservators, 
who, with the exception of one man, are all Europeans, amount to no 
less than 3} lakhs of rupees, or one-third of the whole expenditure. 
The Department, moreover, is working in a most unsatisfactory 
manner, causing immiihse discontent and irritation among the rural 
classes — a discontent gradually culminating in some parts in out- 
breaks of lawlessness.* It also comes frequently into confiiot with the 
Revenue Department. If the work be handed over to and placed 
under the charge of the Collector with a Forest Assistant, its operations 
will be much less vexatious to the people, the conflict between it and 
the Revenue Department would be avoided, and the arrangement 
would result in a saving to the State. The Forest Department is at 
present controlled by 3 Conservators, 19 Deputy Conservators, and 
9 Assistant Conservators. There are, besides, about 20 .extra 
assistant conservators. This excessively costly staff could now be 
reduced and replaced by much cheaper agency, if the suggestion made 
above were carried out. Moreover, the work done by the lower-paid 
establishment should be, as far as possible, handed over to the village 
officers, who would do it much more efficiently and cheaply us a small 
increase in their existing remuneration would be deemed by them as 
adequate payment for the extra work. 

Forest, Irrigation, and Agriculture are all at present separate 
Departments, each working in its own orbit, though they are 
supposed to disohiurge duties practically allied to each other. The 
promotion of the agricultural industry of the country is the ocnnmoti 
object of all; but, the Departments being separate, work on their 
own lines^not always convergent to the main end. And there is 
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tieoesBorily & Considerabls waste of funds and effort. Even under 
the existing system, if these Departments were amalgAiY^fttad, one 
supervising establishment would do where we now have three. 
The change will be attended with advantage to the agriculturists and 
relief to the^ finances of the country. 

Do forests cover a large space in Bombay - I understand that it 
is to Bombay that you are addressing your remarks ? — Well, they 
cover a fair proportion, I believe ; 1 do not think that the forests are 
themselves excessive. I am in favour of having large forests ; but the 
manner in which the forests are worked is what I find fault with. 

You are not opposed to the protection of forests ? — No, I am not. 

The great forest district is Ma(!ras, is it not ?— I am not quite 
sure about that. 

When you say that the manner in which the Forest Code is 
applied causes great discontent and irritation among the rural classes, 
gradually culminating in soma parts in outbreaks of lawlessness, does 
that arise from the fact that, until the Forest Department was consti- 
tuted on its present footing, great waste of forests was taking place, 
and that the local inhabitants resent any interference with their power 
of waste ? Or do you think that it is possible ,,to preserve the forests 
completely in the interests of India without arousing such a feeing ? 
>- This used to be the ground of complaint at ^ne time, when the 
Forest Department was first formed ; now the people ha^e got used to 
that. But the principal complaint now is that the department tries 
to work itself as a department of revenue ; and, therefore, the poorest 
classes, the lowest tribes, who live a nomadic kind of life in the forests, 
who gather fruit and small branches of trees that fall down and so on, 
and sell loads of small wood in bazaars, are being restrained from 
doing these things. Their ordinsuy source of livelihood is thus, being 
stopped to them, and they are now taking to assaulting Government 
officers, which is a very serious thing. Only a few months back there 
was an outbreak in the Eolaba district, and there was another outbreak 
after that. The Deputy Collector was assaulted and the poor, ignorant 
people exacted from him a bond in writing that they would get cheaper 
food-grains and salt, and that they would be allowed to take wood and 
all that sort of thing. The manner in which the Forest Department 
is worked is so entirely unsympathetic that the people are feeling 
greatly irritated. 

When you speak of the Forest, Irrigation and Agriculture being all 
at present separate departments, each working in its own orbit, though 
they are all supposed to discharge duties practically allied to each 
other, may it not fairly be said that forestry is a special science f — 
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Ves, that is bo ; bat forests are for the benefit of agriculture ; that is 
the principal object of forests, and under my scheme, if the Collector 
was made the supreme authority in the district, be might have a 
Forest assistant and an Irrigation assistant and an Agricultural 
assistant. 

You do not propose to send the Agricultural assistant, who knows 
nothing about forestry, to take care of forests ? — Oh, no, not at all ; 
1 only want the Forest assistants’ conflict with the other departments 
to cease, which would be secured if they were all subject to one man 
subordinate to him. 

Now what would you wish to «tell us upon the subject of the 
police ? — The charge under this head in 1894-95 was over 56 lakhs 
of rupees. In 1892-93 it was less than 51| lakhs. The increase is 
chiefly due to the reorganization scheme carried out in 1894 at an 
annual cost of over 4 lakhs for the Mofussil police, and about 1 lakh 
for the police of the Presidency town. As in the case of several other 
departments, this department is largely over-officered in the upper 
staff. In 1884, the Inspector^leneralBliip of Police was created with 
a salary of Bx.2.400 a year. The creation of this office was not favoured 
by the Government of (ndia itself for a long time, but it yielded 
at last to the persistent pressure of the local Government, This 
needless centralization, in addition to being expensive, has disturbed 
the harmoiiy which previously prevailed in the district administration, 
when the district police officer was a direct subordinate of the Collector 
of the district. The Police Department has no policy of its own to 
carry out and it may well remain directly under the Collector in each 
district. I may mention that men like Sir Barrow Ellis were 
strongly opposed to the creation of the Inspeotor>Generalship. 

The superior staff has been constantly on the increase. In 1879 the 
number of District Superintendents and Assistant Superintendents was 
22. In 1886-87 it was 30. It now stands at 38, all Europeans. There are, 
besides, about nine probationers. The institution of the grade of police 
probationers has all along been regarded by the Indian public as a 
great scandal, and evidence was offered before the Public Service 
Commission that all the 13 probationers tiiat had till then been appoint- 
ed were relatives of persons occupying high posts in the administra- 
tion, men who had. failed in qualifying themselves for any other career. 

( Sir James PeUe ) There are no probationers now, are there ?— 
Well, last year there were two or tluee appointed. 

No probationers ; by probationers you mean men appointed in India 
by the Pifovinoial Government ?— 1 do not know by whom appointed, 
but the civil list of January gives three appointed last year> 
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From England, I think f ~ 1 know that the condemnation of the 
appointments by the Provincial Government has led to a change ; but 
how far the change has gone, I am not in a position to say. 

{ Chainnan ) The probationers are Europeans ?— Oh. Europeans, 
of course. But while the superior staff is excessive and too costly, the 
lowest grades in the Department, the class of Constables, requires large 
improvement A much better type of men must be attracted to the 
ranks by offering adequate inducement. It is no exaggeration to say 
that the Indian Police of the present day, outside the Presidency towns, 
are a thoroughly incompetent, unscrupulous, corrupt body, causing 
vast misery to the bulk of the people. They are often found to be 
themselves actively aiding and abetting crimes, especially crimes 
connected with property. Outside the Presidency towns there is no 
detective service worth mentioning. A large increase of expenditure is 
necessary, if the department is to bo effective for protecting, and not 
harassing, the general population. 

(Sir William Wedderburn) The quality of the rank and file 
would be very much improved if there were a reasonable prospe ct of 
good promotion ? — I should think so. 

A better class of men would come into the •service ? — Yes. ‘ 

And if the positions that have been given to police^probationers 
were given to experienced men who had worked their way up, that 
would do a good deal to improve the style of men in the police ? — 
Certainly. 

( Chairman ) Roughly speaking, what sort of number is the 
police force in the Bombay Presidency ? — I should like to refer to the 
latest Administration Report before answering that question. 

Could you not give us any idea; is it 10,000, 15,000, 20,000 ? — ^ 
must consult the Report ; I have got one here ; but 1 believe last year, 
when the new reorganization scheme came on, they made additions 
also to the lower ranks. 

( Sir James Peile ) The reorganization was made lately ? — Last 
year; they offered a little better pay also. 

And in other provinces also the police has been reorganized lately ? 
-~I have read so in some newspapers, but 1 do not know anything 
definitely. 

There is a movement generally towards reorganization: improving 
the pay, or both the promotion and the pay ? — And so far that 
is good. 
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( Sir WiUiam WeJderbum ) The Provincial Government would 
be glad enough to do It, if they had the money, I suppose ?— Certainly, 
and therefore we are fighting for more money being given to the 
Provincial Govermnents. 

( Sir James Peile ) The proposals to reorganize the police of a 
province come up to the Gkwernment of India and are appproved by 
them, and come to the Secretary of State to be sanctioned. If he 
sanctions them, an arrangement is made about the money ; the money 
is made available by the Government of India for the use of the pro- 
vince ? — I do not think so ; the Police department under the deoeu' 
tralization scheme is entirely a provincial department 

Certainly ; but, if new expenditure is countenanced by the Govern- 
ment of India, they make an arrangement for supplying the money ? 

— They have not done it in the case of these five lakhs. Not only 
that, but the exchange compensation threw a large portion on the 
Bombay Presidency not contemplated at the time of the contract. 

Is it five lakhs in Bombay ? — Five lakhs in Bombay; I think 
they thought it too small to need special assistance. 

{Sir William Wedderhurn) You .mention that, as a body, the 
district police are an uiuctupulous and corrupt body. Is not it a very 
great argument for the extension of local self-govermnent, that it 
gives the power in the villages to the respectable villagers, instead of 
to these mtowho are picked up in the bazaars, and whose object is to 
get more power rather than to do any good work ? — Yes, that is so. 

( Chairman ) The police force in Bombay appears to be very 
nearly 19,000 ; of that, may I take it that 38 are Europeans? — No ; 
38 is the number of the Superintendents and Assistant Superin- 
tendents. 

Yes, then we come to the inspectors ; are the inspectors European ? 

— Some of them are Europeans and some are natives. Their salary 
stops at 2S0 rupees a month. 

I suppose not many inspectors are Europeans ? ~ There are some 
inspectors who are Europeans. I know of some. I believe it is about 
half and half. I am not quite sure, but it would be like that. 

There are 277 deputy inspectors ; are they 'natives or Europeans ? 

— The deputy inspectors, I believe, must be natives for the most part. 

And the sergeants or head constables ? — They must be all 
natives, exoet)t a very few in the Presidency town. 

When you say of the police that they are a thoroughly inocon- 
petent, unscrupulous, corrupt body,oausing vast misery, I find that this 
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large force of men is chiefly officered, ezoefit quite at the yery top, by 
native officers. Doss that look to you as if the native officers were 
very competent ? — That is not my point, ray Lord ; ray point is that 
the rank and file consists of such a low class of men that it is impos- 
sible to make them efficient. 

But what 1 mean is that the actual discipline of these men lies in 
the hands of native officers ? — The Superintendents are, in the first 
instance, responsible. 

And 1 want to ask you whether you are satisfied— whether that is 
a good result ? Because, native officers being in charge of these men, 
the only thing that you can say about them is that the men, for 
whose discipline these native officers are responsible, are a thoroughly 
incompetent, unscrupulous, corrupt body ? — If the responsibility is to 
be apportioned in that way, the Superintendents and the District 
Superintendents will come in for their share first. 

At the top ? — Yes. At the top. 

But the actual discipline, you must pardon me for saying, through 
out the country must lie in the hands of this large force of .native 
officers? — The better classes do pot go into the force, because there are 
no good prospects; they must stop at a certain level. Above that all 
are Europeans, so they do not care to go into the service. ' 

( Sir William Wedderburn ) Do you not think we copld get for 
the police men as trustworthy and men as well educated tot the higher 
grades as we have for the subordinate judicial service — that same 
class of men ? — Yes, there is no reason why we should not have them 
if equally good pay were offered. 

And that class of subordinate judges in India is universally 
respected and trusted by the people ?— Oh, yes, and by Government 
too ; they have always been saying that they are a very efficient body. 

( Chairman ) You advocate the necessity of a large increase in 
the expenditure on education, I think ?— Here, too a large increase of 
expenditure is necessary, if Government desires to discharge its duty 
adequately by the people. The charge under the head of education at 
present is ateut 20 lakhs, of which 3 lakhs are consumed in direction 
and inspection. Our percentages are no doubt slightly better than 
those for the whole of India, but that is hardly a matter for congratu' 
lation, seeing that what is being done is almost as nothing compared 
with what ought to be done. So long as we have only 9,000 public 
primary schools for over 25,000 towns and villages, and about 80 
children out of every 100 of school-going age are growing up in uttter 
darkness, so long the educational policy of the Government will always 
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be a reproaob to it. In this connexion there is one point to which I 
wn anxious to draw the particular attention of the Oommission. That 
point is the absolutely inelastic ch^acter of the financial provision 
which is made for primary education in rural areas. In these areas, 
primary education is now entrusted to local boards, Government 
contenting itself with a grant<in-aid to these boards of one^third the 
total expenditure. Now, the only revenue that these boards have at 
tlieir disposal is the proceeds of the one*anna cess, and these proceeds 
are devoted, in certain fixed proportions, to primary education, sanita' 
tion and roads. As our revenue settlements are for periods of 30 
years, it follows that during these periods the proceeds of the one antm. 
cess must be more or less stationary, which means that the amount 
that local boards can devote to primary education being a fixed pro* 
portion of those proceeds, must also remain more or less stationary 
during the currency of each period of settlement ; and as Government 
will, as a rule, contribute only one-third of the whole expenditure, i.e. 
one-half the amount spent by the boards, it is clear that the resources 
that are available for the spread of primary education are entirely 
inelastic for long periods. I believe Sir James Peile proposed, when 
he was Director of Public Instruction in Bombay, that local bodies 
should be empowered to Ipvy si>eoiai educational cesses if they pleased 
In th^ absence of Government finding more money for the education 
of the masses— a duty, definitely accepted as a sacred trust — this 
seems to be tlfb only possible solution of the difficulty. 

I now come to Law and Justice. The charge under this head in 
1 S94-5, excluding the cost of jails, was 46 lakhs of rupees. Of this 
sum the expenditure on the High Court came to about 6| lakhs. It 
has long been a matter of complaint that our High Court is managed 
on a more extravagant scale than that of Madras, the expenses of the 
latter in 1894-5 being less than 5| lakhs. The great item of difference 
is the expenditure of the original side, which in Bombay is about SJ 
lakhs, and in Madras not even one lakh. The appellate side of the 
Bombay High Court, which does the appellate work for the whole 
Presidency, is maintained at a cost of about one lakh of rupees only. 
The expensiveness of the High Court is, however, not due so much 
to the cost of the machinery employed as to the monopoly enjoyed 
by solicitors and barristers, whose fees represent a chargee on litigation 
which is almost prohibitive. It is, indeed, high time that the system 
of the civil and criminal administration of justice in Bombay was 
improved so as to render it less costly. 

( Sir William Wedderbum ) You mean in the city of Bombay T — 
In fee city of Bombay, I mean, The Finance Committee of 
Q.-89 
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1886 made certain proposals about reducing the cost of the Bcnnbay 
High Court, some of which have not yet been carried out* 
The Gleidc of the Insolvency Court still continues to receive 
fees, amounting to nearly the salary of a puisne judge, for only 
nominal work. The Judicial Department is specially a depart- 
ment for high posts in which the qualifications of Natives have been 
repeatedly recognised. The Public Service Commission recommended 
that one-third of the District and Sessions Judgeships should be set 
apart for Natives. No effect, however, has yet been given in practice 
to that recommendation. The question of the separation of judicial and 
executive functions comes under Law and Justice, It is contended 
on behalf of Government that such separation would entail extra 
expenditure of something like half a orore of rupees for the whole of 
India. Now, in the first place, this appears to be simply an over-esti- 
mate, Assuming, however, that the additional cost would be as high 
as that, it is much less than what was given to the European Services 
by one stroke of the pen in 1893 — I mean the Exchange Compensa- 
tion Allowance. This year, in certain famine areas, sub-judges are 
entrusted with criminal work also, to the relief of revenue officers, and 
the experiment, so far, has succeeded very well. A similar experiment 
was tried during the famine of 1877 with equally satisfactory rjpsults. 
The Stipendiary Sub-judges arid Sub-Magistrals may with advantage 
be relieved of a portion of their lighter work bjs the apppinlment of 
Honorary Magistrates and Arbitration Courts. Honorary Magistrates 
have already been appointed in the larger towns, but benches of such 
Magistrates may be constituted in Taluka towns with great advantage 
to the Government and the people. Further, the caste and trade Fan- 
chayats may be utilised for the purposes of settling civil disputes. 
There has already been a reform in the manner of disposing of petty 
oases, and Arbitration Courts have been recognised as cheap and effi- 
cient institutions for the administration of justice in small cases. If 
the same principle be extended to the courts of Subordinate Judges, 
and if Civil Juries are associated with the Sub-Judges in the disposal of 
suits involving larger amounts of money, as also in deciding questions 
regarding rights and customs, ample relief will be afforded to the 
superior Courts which may ultimately enable considerable economies 
to be effected. 

Then I come to the Public Works Department. The expenditure 
under this head, including Provincialised Railways and Irrigation and 
Civil Works, was about 35 lakhs of rupees in 1894-95, out of which 
about one-third was for establishment. The first two items came to a 
little over 1 lakh, and the rest was for civil works. Except in Sind, 
we have no irrigation worth speaking of, and I think it would be a 
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great advantage if the construction of storage tanks and wells in areas 
where the rainfall is uncertain were undertaken by the Government on 
a large scale and in a systematic manner. This was recommended 
by the Famine Clommission ; nothing has been done, however. As 
regards the Civil Works outlay, it is noticeable that the highly paid 
machinery of executive engineers, dec. is still kept up in all the 
Districts, though in severahof them the expenditure on Civil Works 
from the Provincial revenues does not exceed a mere trlde, and the 
works required by the Local Funds are of a sort that far lower establish- 
ments can safely undertake. A reduction in the Executive Engineer’s 
charges appears to be urgently called for. 

( Chairman ) Next you wish to call attention to the question of 
the monopoly of the higher offices by Europeans ? — Yes. Similar 
criticism might be offered about the remaining departments, but I 
have no wish to weary the Commission with further observations of 
the kind. But there is one great evil common to all the Departments, 
and a few words on that may be allowed. This evil is the practical 
monopoly of all the higher posts by Europeans. The following 
analysis of the Civil List for the Bombay Presidency for January 
1897 will make my meaning clear. Covenanted Civil Servants, or, as 
they are now called, CiviU Servants of India, The total number of 
these &ivil Servants attached to Bombay at present is 156, out of 
whom only 5, are Indians, these 5 having entered by the competitive 
door in Englaifd. There are besides 8 statutory Indian Civilians. The 
Members of Council, the High Court Civilian Judges, the Commis- 
sioners of Divisions, the Secretaries to Government, the Senior 
Collectors, are all Europeans. City Magistrates — There are four City 
Magistrates, two on Es. 800 a month, and two on Bs. 500 a month 
The two former are held by Europeans ( not covenanted ), the two 
latter by Natives, Land Records and Agriculture — There are six posts 
in this Department with a salary of over Rs. 400 a month. They are 
all held by Europeans. Forest Department — There are 39 posts in 
this Department, with salaries ranging between Bs. 400 a month to 
Bs. 1,600 a month. They are all held by Europeans. There are 9 
Europeans even below Be. 400 a month. Sail — There are 12 posts 
with salaries ranging between Bs. 400 to Rs. 1,130 a month. Only 
one of these is held by an Indian. Post — The Postmaster-General is 
a Civilian. There are 11 posts under him with salaries above Bs. 400, 
out of which 7 are held by Europeans. Telegraph — There are 
12 posts in this Department with salaries ranging between Bs.400 and 
Bs. 1,000, and they are all held by Europeans. There are, moreover, 40 
posts between Bs. 100 and Bs 400 a month. Of these, also, 36 are held by 
Slaropeans. Revenue Survey — There are 10 posts in this Department witik 
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salaries above Ba. 400. They are all held by Europeans. Accountant* 
OemrcU's Department — The Accountant-General and Deputy 
Accountant-General eu-e Civilians. There are 5 posts under 
them with salaries ranging between 400 and 1,000 rupees, 4 
of which are held by Europeans. High Court Judges—' Out of 
7 judges, % are Natives. Government Law Officers — There are 
7 Government Law Officers, of whom 6 are Europeans, Four 
of these get Bs. 2,000 a month and above, one gets Bs. 1,000, 
and the sixth man gets Bs. 250. There is only one Native 
among these who is paid Bs, 300 a month. Officers of the High Court 
— There are 14 officers with salaries ranging between 400 and 2,500 
rupees a month. Of these 6 are Natives. Prison Department 
The Inspector-General draws Bs. 2,000 a month, and there are under 
him 11 officers receiving Bs. 350 to Bs. 1,200 a month. They are all 
Europeans. Vantontnenl' Magistrates — There are 11 such Magistra tes with 
salaries ranging from Bs. 100 to Bs. 1,250 a month. They are all Euro< 
peans. Police — There are 54 officers in this Department with salaries 
ranging between Be. 250 and Bs. 1,800 a month. Of these only 3 
are Natives, and they are all drawing Bs. 250 a month. There are, 
moreover, 5 officers in charge of Bailway Police. They are all 
Europeans, and draw salaries ranging between Bs. 350 and Bs. 1,000 
a month. Education — The Director is paid* Ba. 2,500 a mont'!b, and 
under him there are 45 officers receiving between Bs. 400 t^d Bs. 1,500 
a month. Of these only 10 are Natives, and with one exception, 
they get either Bs. 400 or Bsi 500 a month ; the one gentleman men- 
tioned as an exception is a Native Christian and draws Bs, 633 a 
month. EcdesiastkcU — There are 31 paid officers in this Department. 
They draw between Bs. 400 and Bs. 800 a month, and are of course 
all Europeans. Medical — The Surgeon-G.!neral draws Bs. 2,500 a 
month, and there are under him 59 officers drawing salaries between 
400 and 1,600 rupees a month. Out of these only 4 are Natives. 
SanUary-'Thsae are 7 posts in this Department with salaries 
between Bs. 400 and Bs. 1,200 a month They are all held by Euro- 
peans. Political — There are 66 officers in this Department, drawing 
salaries ranging between Bs. 400 and Bs. 3,500 a month. This gentle- 
man drawing Bs. 3,500 a month is at Aden. Only two of these are 
Natives, one of them drawing Bs. 400 and the other Bs. 450 only. 
Public Works— lhate are 83 officers in this Deparbnent, drawing 
Binaries between Bs. 250 and Bs. 2,500 a month. Of these 23 are Natives. 
The Subordinate Judgeships and Deputy Colleotorships are the only 
branches of the Public Service which are free from this practical mono- 
poly by European officers, It may be mentioned that the poets in 
the special departments mentioned above are not reserved for a parti* 
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Ottlar class of men by statute, and, subject only to departmental rales, 
their bestowal is entirely in the discretion of the Exeoutire Oafyern* 
ment. It cannot also be ui^ed, in the case of most of these depscrt* 
mente, that the appointment of Natives to the higher posts in them is 
ever likely to have an element of political danger in it. In the case of 
Oolleotorships they may say the Collector is the head of a district, and 
the Government would not care to entrust everything to a Native, but 
in the Forest and Accounts Departments what is there of danger ? 

Is there no possible danger in the case of the Police ? — 1 have 
said most of the departments. 1 anticipated such a question, and 
thnefore said *' most of the departments. " The question is essentially 
one of patronage. The word “ pafronaige ” 1 have taken from one of 
Mr. Lee WarnerV minutes ; and our complaint is that the best part of 
that patren^e goes to persons who are not children of the soil. 

That completes the remarks which you would wish to offer upon 
administration 7 — Yes. 

We have yet another branch of our inquiry which you have not 
as yet touched, namely, the Apportionment of Charges between 
England and India 7 —•Yes ; I have not much to say upon this. On 
the narrower ground >)^oh the Government of India have chosen to 
occupy in, this matter, they have, 1 think, stated the case for India 
very effectively. I agree, however, with Mr. Dadabhai Naoroji and 
Mr. Wacha in thinking that the field, in respect of which equitable 
apportionment is necessary, is much wider than that. I will add a 
few observations to explain my meaning, The India Office Charge^^- 
These, which stand at about 373,000/., ought to be borne by England, 
or, at least, divided half and half between England and India. The 
Secretary of State for India, as a member of the Imperial Cabinet, 
represents the Imperial Executive and discharges the Imperial function 
(rf general controlling supervision in respect of Indian administration 
just as the Secretary of State for the Colonies does for the Colonial 
Governments. The salary of the Colonial Secretary togfether with his 
office charges is borne on the Imperial Estimates. In strict justice, 
tinrefore, the India Office ought to form part of the Imperial Establish* 

1. Sir WtUiam Lee~Wemer, i.c.s. (1840-1914) ; Collector, Poona and Satan ; 
member, Education Commission (1882-83) ; Political Agent, Kolhapur (1886-87); 
member, Viceroy’s Legislative Council (1893-95) ; Resident in Mysore (1895) ; 
secretary. Political and Secret Department, India Office ( 1895-1902 ) ; member* 
India Council (1902-12): author of 'Protected Princes of India', ( 1894); 'The 
Citisen of India ' (1897) ; ' Life of the Marquis of Didbousle * ( 1904 ), 
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ments and bd paid out of the Imperial. Exchequer. I am, howevet, 
aware that it is urged on the other side that, under present arrange- 
ments, the India Office has to do much directive and executive work 
in regard to Indian Administration which the Colonial Office is not 
called upon to do, and 1 should, therefore, be satisfied if the charges 
were divided half and half between India and England. ( 2 ) Army 
Charyea due to recent additions — Th&se increases were due to the 
panic caused by the Penjdeh incident, and were alleged to be necessary 
for the better protection of the North-West frontier. Upper Burma was, 
however, subsequently annexed, British Baluchistan was organised, 
various frontier enterprises carried out, and almost the entire increased 
strength has been thus absorbed in these newly conquered territories, 
a fact which shows that they were not really required for purposes of 
the defence of the North-West frontier. Similar temporary additions 
were made at the same time to the Imperial garrisons in other parts of 
the Empire in view of an imminent conflict with Eussia, Mr. 
Gladstone obtaining a large vote of credit for this purpose ; but, as 
soon as the emergency passed away, the garrisons were reduced 
everywhere else. Only in India was the increased strength maintained. 
These additions were in excess of the maximum defence requirements 
of the country as defined by the Army Commission of 1879 in view of 
frontier and other contingencies, even Eussia an*^ Afghanistan making 
common cause. The additions were protested against, when made, 
by two members of the Viceregal Council, incihding tfie' Finance 
Member, who urged that, in the first place, they were not necessary, 
but that, secondly, if they were wanted, that was for purposes of the 
Imperial policy, and the Imperial treasury should pay for them. This 
increased force, therefore, of 30,000 troops, forms no part of our 
Indian Array proper, but is an Imperial garrison, and serves as 
an Imperial reserve, and the cost of it ought to be an Imperial 
charge. 

In mentioning that two members of the Council protested, we 
must bear in mind that they were the Finance Member, and the Legal 
Member?— Yes. 

As against that, one must bear in mind that the expert members 
of the Council thought differently, and considered that this force was 
necessary for the defence of India ? — Yes, I am quite aware of that, 
but then my argument is this : if the force that was then added was 
necessary for the purposes of strengthening the North-West frontier, 
why have they not increased the army on account of Burma ? They 
have now more territory thrown on their hands on account of Burmai 
British Baluchistan, Gilgit, and Cbitral; and yet the same army 
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Buffioes, which means that at one time so much was not wanted. That 
is the only inference that I can draw as a non-oiiioial critic. 

(Sir Donald Sleuxirt) But supposing Burma had not been 
annexed, is it not possible that that force might have been reduced - 
1 shonld have thought so. 

Very good then ; but the annexation of Burma absorbed the whole 
of that additional force ? — A very large portion of it, yes. 

( Mr. Nao}‘oji ) But then it was not necessary that Burma 
shouid have been annexed to India ; it might have been treated as a 
separate territory ? — Yes. • 

And the Indians, the National Congress, declared so? — Yes, but 
my point is this : in the correspondence that took place between the 
Secretary of State and the Government of India the increases are 
spoken of as permanently wanted ; in fact there was a telegpram from 
the Secretary of State inquiring whether the increases were meant to 
be permanent, and the Grovernment of India telegraphed back, " yes 
If they were permanently wanted for the North-West frontier Wore 
Burma was annexed, h^w could Urey withdraw a portion and spare it 
for Burma, when Bisrma was annexed ? That is the only inference 
that I draw. 

• . 

To resume — ( 3 ) Our Ordinary Debt — Our ordinary debt as 
distinguished from our Tublic Works debt stands at present at 68 
crores. This portion of our debt would not have until now remained 
undischarged, but for charges unjustly imposed upon us in the past 
in respect of various wars and expeditions in promotion of Imperial 
schemes of territorial expansion. 


First Burmese War ( 1833 ) 

Cost in Crores. 

... 13 

First Afghan War (183843) ... 


... 15 

Abyssinian War 


... • 6 

Second Afghan War 

Total cost 

Mmus Imperial contribution 

... 33 crores 

5 crores 

17 

Egyptian War 

... 

1-3 


46-8 
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Add tQ this 67-8 orores thrown upon India since 1885, in pursuanoe 
of an Imperial policy as shown in the following table : 


Frontier expenditure since 1885. 

Aggregate 
Charge 
during the 
period in 
Crores or 
millions 

Bx. 

Pennanent 

Annuid 

Charge 

in 

Crores or 
millions 

Bx. 

Militsuy roads 

1-250 


* Strategic railways 

14-000 

-600 

Special defence works 

4 630 

— 

Army increases 

22-000 

3-900 

(including Baluchistan garrison) 
Frontier extensions : 



(1) Upper Burma 

14-920 

•925 

(2) British Baluchistan 

— 

0-086 

(3) The Gilgit Agency and 

1 

•220 

Protectorate (including Chitral). 

— 


(4) Somali Coast 

— 

•012 

(5) The Afghan Protectorate ... 


•180 

Cost of expeditions, etc. 

8-240 

** 

( exclusive of Burma). 



Political expenditure 

2-838 ^ 

» ■ -457 

Total in crores 

67 878 

6-380 


* The charge is met from capital and not from current revenue. 


( Chairman ) 1 do not quite understand the separation between 
these charges ; is the 6’380 crores Bx. in respect of loans which have 
been raised for the purpose ? — More than three millions is for the 
army increase; it is 3-90 for army increase— 30,000 troops. 

How do you arrive at the annual charge of anny increases?— 
From the Army Budget, 32 crores is the total charge — I mean the 
total charge we have had to bear during all these 10 years for this 
increase in the army. 

Cumulative evidently ? — Cumulative; and this 3*9 millions is the 
annual charge which we are to bear every year; but for this increase 
we should not have had to bear this oharga 

It is an easy way of raising a heavy charge, is it not, first of all 
to pay that this charge is unjust, and then to add up the sump 80 
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expended over many years ? If it goes on for many years, it is rather 
an easy way of making out a large bill. 1 am not sure that we oonld 
not all make a heavy bill against somebody in that way ? — It is tiie 
natural way of looking at the thing for those who think a charge is 
unjust. 

What a ohargfe we might make out in England now I It is easy 
for me to say that 300 years ago William III acted wrongly in going 
to war with France, and, therefore, to carry forward all expenditure 
that happened in consequence during that 200 years — we ought to add 
on interest — that is an easy way of raising a formidable charge, 1 
think? — I think that is putting it in too extreme a manner; this is 
only a matter of 10 years ; and this ii\prease was carried out in spite of 
the protest of the people, and in spite of the protest of some of the 
advisers of Government. 

But this charge will go on, and will increase every year. 1 am 
criticising only your cumulative bill I am not criticising the position 
that you have a right to say that you think such-and-such charges 
are heavy ? — ^I mention it because we make a claim for restitution of 
BO much money on behalf of India, just as in the case of the Irish 
Commission, they have mentioned a certain sum in regard to which 
Ireland claims restitution.) Wo get thus a total of 111 crores of rupees, 
unjustly imposed by the Imperial Government on us in furtherance of 
its own policy^. If even half the sum were refunded to us, our ordinary 
debt would praStioally disappear. 

I observe that that statement rests entirely upon the assumption, 
which is by no means proved, that the chaige was unjustly Imposed ? 
— But take the First Burmese War. The Court of Directors protested 
against that, but the Imperial Government insisted upon its being 
undertaken. The first Afghan War — the Board of Control ordered it, 
and it was prosecuted under orders sent directly, and against the 
wishes of the Indian Government The second Afghan War was also 
ordered direct from England by Lord Beaconsfield. In the case of 
the Egyptian War the Indian Government protested. 

But in many of those oases the Government undertook the war 
believing that it was necessary in the interests of India, did it not f— 
The Government here ordered the war, the Government there protested 
against it. 

(Sir Demid Stewart) Who initiated it ? — The Government here^ 
the British Government. 

Have you any authority for that ?— I believe from all that 1 have 
read — this seems to be accepted by ahnost everyone — that the ^rst 
G.-81 
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Afghan War was ordered by the Chairman of the Board of Control 
directly. 

Go to the last Afghan War ?— Yes, even in regard to that I thfay 
the same. Lord Northbrook resigned rather than carry out certain 
instructions which he received from his Government here ; then Lord 
Lytton was sent out to succeed him, with special instructions, I think, 
to carry out a certain policy, and that brought on the complication. 

I doidit if there is any real authority for that statement ? — I 
think Mr. Naoroji went osurefully into this question. Declarations of 
Mr. Gladstone, Lord Salisbury^, and Mr. Fawcett^ were quoted to show 
that that was essentially an Imperial war. 

( Mr. Naoroji ) Lord Lytton' has said, on the authority of Lord 
Salisbury, that he was instructed to regard it as an indivisible part of 
a great Imperial question. 

( Chairman ) Perhaps the method you adopt may be put in this 
way, that, whenever native opinion says that it does not altogether 
approve a charge, that charge is to be put into an account, and England 
is to be called upon to make restitution ; that is the argument, is 
it not ? — Not quite that. When the Government of India also is on 
the same side, I think that alters the positioi\,very much. 

Will you go on ?— I would mention in this connection that we 
have paid every shilling of the cost of British Cenquest, jnoluding even 
the cost of the suppression of the Mutiny ( which was close on 50 
crores ), England contributing absolutely nothing in aid of all this 
expenditure. England has paid such charges for Imperial Conquest or 
settlement in respect of her colonies. She has even paid the cost of the 
suppression of the insurrection in Canada (1838-43), out of Imperial 
Revenues. Nor has she ever called upon her Colonies — not even the 
Cape — to undertake Imperial wars or to contribute towards their 
charge. Cpper Burma lies beyond the Indian frontier, and we have 
had no interest in its conquest and :annexation except as a 
province to be held and administered as an Imperial trust. The 
conquest was effected in furtherance of Imperial policy and the 
commercial interests of the Empire, and no special Indian 
interest was ever here at stake. British Baluchistan and the Gilgit 
Protectorate are beyond the line of our impregnable defences, and 
India has no concern with them expect as Imperial charges. These 
are new conquests, and, as years pass by, will require large expend!* 
ture for purposes of administrative improvement and material deve- 


see foot-note 1 on p 33. 


2 , see foot-note on p. 9. 
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lopment. And it is suggested that they he taken off our hands, as 
Ceylon, St Helena, and the Straits Settlements were in a former day, 
and be directly administered as appanages of the Crown. I would 
only add one thing. Ceylon was conquered at the expense of India, 
and has been r^sed to the position of a Crown Colony ; but the expen- 
ses India incurred in connection with Ceylon were not refunded. 
Certain pensions which were granted to officers India continued to pay 
up to a very recent time. Bechua^lahd ( South Africa ) is admini- 
stered as a Crown Colony, and is not thrust on the hands of the Cape. 
Political Expenditure beyond the Frontier — This is properly Foreign 
Office expenditure as being connected with the general foreign rela- 
tions of the Empira Foreign policy»and control of foreign relations 
are Imperial functions, and charges in connection therewith, in.what- 
ever part of the Empire, ought, to be borne on the Imperial estimates, 
India has no interest whatever beyond her territorial borders, and has 
only to maintain peace and order on her own side of the frontier. The 
Indus, the desert, and the Himalayan wall are impregnable lines of 
defence on the North-West, behind which she can remain in perfect 
security. All such expenditure, therefore, as is represented by the 
subsidies to the Amir and other tribal chiefs, and other Uke charges, 
is strictly Imperial in furtherance of Imperial interests in mid-Asia> 
Lastly, The hredudble Minimum of Europeans — If England thinks 
that a certaip number ef European officers and a certain strength of 
the European A.rmy musf always be maintained in India, she must be 
prepared to pay a fair share of the cost thrown on India for the pur- 
pose, the maintenance of British supremacy in India being a matter 
affecting the most vital interests of England. 

And also the most vital interests of India ? — Therefore, I say, the 
charges should be divided between the two. 

( Sir James PeUe ) You have quoted this resolution of 1888, ef 
the Government of Lord Dufferin, I think ? — Yes. 

What you refer to is this 17th paragraph, I think ( showing book 
to witness ) ? — Yes, and the 18th. 

And the 18th. What the Qownment of India says is this —you 
consider that it said that the educational expenditure should be 
stopped ? — I did not say *' stopped ” ; I said it should be a “ con- 
stantly diminishing quantity. ” You will see they have put it more 
clearly in the next paragraph at the bottom. 

The point is to see under what oirchmstanoes and under what 
conditio^** the Government of India prcq^osed that it should be 
reduced ? •— Yes. 
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Would you wad It ? — Yes. 

Passing from the atatisUos of attendanea at the various olasses of Indian 
soboola and colleges to the expenditure on education, ive find that in 168l-8g the 
total expenditure on public instruction in India was, In round numbers, 186 lakhs 
of rupees. Four years later (in 1885-86), the total had risen to 840 lakhs; and 
last year it stood at a little over 258 lakhs. At the beginning of the five years 
the Government bore 73 lakhs of this expenditure, while local and municipal funds 
contributed 38 lakhs ; the balance of 81 lakhs, consisting of fees, subscriptions, 
endowments, &o., falling on the public. In the year 1885-86, the share of the 
Government is shown at 80 lakhs ; that of local and municipal bodies at 48 ; and 
that of the public at 118 lakhs. The share assigned to local bodies, however, is 
not entirely the proceeds of local taxatbn, but includes an item of 4} lakhs con- 
tributed by Government, so that in effect the share of Government at this period 
stood at about 84) lakhs, l^ext year the shares are shown at 85) lakhs for 
Government, 49 lakhs for local and municipal boards, and 117) lakhs for the public. 
But of the 49 lakhs expended by local bodies, 6) were contributed by Government, 
so that there has been a progressive increase in the Government expenditure. 
The Governor-General in Council considers that the growth of the share borne by 
local bodies should, for the future. exhiMt a more marked increase than it has done 
since 1885, and that there should be a tendency to decrease rather than to 
increase in the share which now is defrayed from the public treasury. 

Then oomeSj furth6r« this : 

The Government of India recognises its responliibility to provide, so far as its 
finances permit, facilities for the education of the people. But in educational, 
as in all other matters, it is the policy of the Government of ^ndia to avoid 
entering into competition with private enterprise; it pionedrs the way: but 
having shown the way, it recognises no responsibility to do for the people what 
the people can and ought to do for themselves. When, therefore, local effort or 
private enterprise shows itself able and willing to supply the educational wants of 
the people in any locality, it is the policy of Government to retire from the field 
of direct instruction and to help by reasonable subventions of money the opera- 
tions of independent institutions. Under this policy it is the aim of the Govern- 
ment also, wherever there is vitality of private effort, to restrict official action to 
the maintenance of a few schools, in which the system of instruction and disoi- 
plioe shall afford a standard for the emulation of private or aided institutioDS in 
the neighbourhood. In pursuance of this policy, the expenditure from provincial 
revenues on Government educational institutions should not ordinarily Increase in 
proportion to the total expenditure, but should, rather, be a oonstantly diminish- 
ing quantity, provided that there is the assurance that the ground abandoned by 
the Government shall be occupied by local effort. 

You see the last words ” provided — ” 7 — — • These iuoonveniexit 
provisos are likely to be forgotten, and only the idea carried out in 
practice. 

1 think the proviso at the end is an essential part of the doott- 
ment. is it not ? The Gknrarnment will not diminish its oontribation, 
tmleBS it is assured that the place of that oontrilmtion will be taken hy 
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l)rlTi^ funds. The whole paragraph is entirely In fayoor of loeal 
eelf-goTemment, is it not i—Weil, so far as this scat oi expenditure 
Is concerned, of course Ooremment would throw the reqponsiMlitto 
on the Provincial Goremmonts. I would mention one point. During 
the four or fire years previous to the issue of this Resolution, in conse- 
quence of the orders issued by Lord Bipon In 1884, the educational 
expenditure had been increasing in a fairly satisfactory manner, but 
from 1890 it has been at a standstill. For the last five years there 
has been only an increase !of Bx. 30,000, when in England you have 
gone from 5,000,000/. to 9,000,000/. 

That is an increase in the Government expenditure f — Of 
Government expenditure. • 

But has the expenditure from local funds and other sources in- 
creased or not ? — Oh yes, it has increased. 

Then the purpose of the Government in that paragraph has been 
fulfilled ?— That is not my point Language such as is used in this 
Resolution would not have been held in the House of Commons by 
any responsible minister during the recent debates on the Education 
Bill, to the effect that Government were to recognise no responsibility 
to do for the people that which the people can and ought to do fra 
themselves. .* 

(Chairman) Testgrday you were reducing the Army to the unit 
of the European soldier, and in support of your view, you were quot- 
ing an officer of repute, namely, the late Sir George Eellner ; and 1 
think he estimated, according to your quotation from him, that seven 
native soldiers were financially the equivalent of three Europeans ; 
did he not ? — Yes. 

I was questioning the value of that reduction to .one unit, because 
various people will vary in the way they look at it ; and in support of 
that my attention has been called to Sir George Kellner himself. In 
1873, he said, “ the soldier is the true unit of military expenditure. *' 
1 cun quoting his evidence taken before the Select Committee on East 
India Finance, " in order to get that unit, I propose to take four native 
soldiers as equivalent to one European soldier, financially, for the 
purpose of comparison.” That rather shakes the authority, does it 
not f ‘One European soldier equal to— t 

"I propose to take four native soldiers as equivalent to one 
European soldier ” ? — Financially f ' 

For financial purposes ? — Is that so T 

I am bringing this divergence before you in support of my remon* 
strance against these somewhat arbitrary reductions of different 
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classes to one denomination ? — 1 was not aware oi this expresidon of 
opinion on the part of Sir George Kellner, who was Accountant-Gene- 
ral in the Military Department for a long time. 

I quite admit your justification in quoting him ; I only wanted to 
point out to you that, in quoting high officers, sometimes they take 
such various views of the same circumstances that it does not suffice 
to build important financial conclusions on their statements ? — Yes ; 
but we are not military experts. We can take ' our stand only upon 
what these experts say. I was not aware of this other expression of 
opinion on his part, else I should not have quoted him. 

( Sir William Wedderburn ) There is a point on which it was 
suggested that you might be able' to inform the Commission; it is 
with regard to the action of Lord Elgin^ in regard to a petition which 
was presented to him at Poona. It is stated that that petition was 
returned to the persons who presented it, for some purpose. Do you 
know for what purpose ; can you tell us the circumstances of that 
petition ? — Yes. I was one of the secretaries of the Poona Sarvaja- 
nik Sabha at the time when we proposed to present an address to His- 
Lordship. It was an address of welcome, and in that we had, as was 
the usual practice, stated our grievances, as we had done in similar 
addresses to previous Viceroys, Lord Bipon Vind Lord Dufferin» when 
they were in Poona, and we had also drafted our address in the same 
manner. There were, 1 believe, four or five pd!ragraph% in that draft 
which referred to Imperial grievances. Imperial expenditure, and 
railway policy, and things of that kind, and there were four or five 
paragraphs which were about local matters. In India, we generally 
send these drafts in advance to the persons to whom the addresses are 
to be presented, to enable these high persons to prepare their replies, 
and so we sent this in accordance with that practice to His Lordship 
about 10 or 12 days before the time. We, however, received the draft 
back with an intimation that His Lordship declined to hear an 3 rthing 
about Imperial matters, that he was in Bombay, and he only wanted 
to bear about Bombay matters, and be wanted us, therefore, to take 
out the four or five paragraphs that referred to Imperial questions, 
otherwise he would not accept the address. Now, our point, with 
regard to Bombay grievanoes wm this, that we had the Governor 
there ; we could go to him when we wanted There were questions not 
in the discretion of the Governor, in regard to which we had to go to 

1. Bruce Victor Alexander ( ninth Earl of Elgin ) (1849>1917) : Treasurer of 
Household, and later First Commissioner of Works (1886) ; Vioerpy of India (1894* 
99) ; chairman, Royal Commission to inquire into the military pre{»ratlons.for the 
South African War. and into allegations of extraslaganee aad contractual fraud 
(1902) ; chancellor, Aberdeen Unlverrity (19 
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the Government of India. The Viceroy comes once in a way to 
Poona, and a political body, like the Sabha, would naturally take 
advantage of his presence to press upon him their grievances in regard 
to the wholtt country, in which all were equally Interested, Wo had 
done that before in the case of Lord Dufferln, and in the case of Lord 
Rlpon ; but, in this case, Lord Elgin told us that, if the paragraphs 
were not omitted, he would not receive the address ; and, on the 
principle of half a loaf being better than no bread, we omitted the 
paragraphs. 

Can you stale definitely what the last four or five paragraphs 
related to ? — ^It is rather difficult to recall at this moment. There was, 
1 believe, a paragraph about military expenditure, a paragraph about 
railway policy, a paragraph about the Jury Bill, which was at the 
time agitating the people. I cannot give all the points just now ; but, 
if I had only a little time to consult newspapers, I could do so. 

There was no objection raised to the form of the petition, on the 
score of the language not being respectful ? — Absolutely none. 

It was the substance of it that was objected to ? — Yes, 

You will, perhaps, not have so much personal knowledge of it— 
but are you aware that the same objection was raised in Madras by 
Lord idgin ?— I have reati of it in the papers. 

What was the rdbult? — The Madras Mahajan Sabha took a 
firmer stand than we did, and they declined to present the address. 

And the address was not presented ?— The address was not pre- 
sented. May I here volunteer information on a point connected with 
that ? When Lord Dufferin came to Poona, there was also a little 
incident, but not exactly of this kind. The Public Service Commis- 
sioners had just b.en appointed by His Lordship, but the people in 
India were not satisfied with the constitution of the Commission. In 
our address we condemned the constitution of the Commission. We 
sent a draft of the address to his Lordship, and, although he did not 
raise any formal objection, an intimation was privately, and very 
tactfully, conveyed to us that, if our opposition was not quite so 
uncompromising, he would be able to make a statement on the subject, 
which otherwise he could not make. We modified our statement a 
little, and that satisfied him, But this was entirely private. Lord 
Ripon raised no objection to the address which was presented tp him. 

( The witness withdrew. ) 
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APPENDIX 1* 

( referred to on p. 617.) 

Ck^y of a Despatch from the Secretaey OF STATE FOE INDIA* 
to His Exoellenoy the Bight Honourable the GOVERNOR GENERAL 
OF INDIA IN Council. 

( Financial Ho. 6!S ) 

India Office, London, 

20th February 1879. 

MY LORD, 

1. 1 have considered in Council your Financial Letter, dated 
the 16th of September, No. 354, proposing a modidoation of the rules 
under which works may be sanctioned that are intended to afford 
protection agednst famine, and asking that, in special cases, the con- 
dition may be waived “ that the annual income from a work must be 
estimated to be, within a limited time, equal to the interest charge on 
its capital cost. ’* 

2. In the Marquis of Salisbury’s Despatch of the 23rd of July 
1874, No. 387, it was laid down that the only ground on which certain 
works of Irrigation and State railways could with propriety be excluded 
from the general account of Income and Expenditure, , and placed 
under a separate head of Extraordinary, or as it is now called. Produc- 
tive Public Works, was that the works included under that head would 
" prove remunerative, by yielding, in the shape of annual income, a 
sum equal to the interest on tbe money expended in their construc- 
tion, including interest for the period subsequent to the commence- 
ment of each work during which no income is obtained. ” It was, 
however, added, ** in regard to such works as shall be suggested with 
the view to tbe prevention of famine, and which may not come within 
the class of directly remunerative works," that your Government 
were not " necessarily to refrain from proposing them, if you should 
be unable to meet the expenditure from ordinary income, for, in such 
a case, the works might properly be constructed from borrowed money, 
the expenditure being included among ordinary charges under a sepa* 
rate hee^. " It was further provided that all funds for productive 
works must be borrowed in India. 

* This is Appendix No. 79 in the report of the Welby Commission. 

1. Gathorne Gaihorne-Hardy ( Earl of Cranbrook ) ( 1814-<1906) ; preaideatf 
Foot Law Board ( 1866 ) ; Home Secretary (1867) ; War Secretary ( 1874*78 ) ; 
Secretary for India ( 1878-80 ) ; Lord PreMdent of the Council ( 1885 ), 
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3. Thus the principle was dbttnotly set f<nth that none hat 
remunerative worics were to be included among those the expendSture 
on which was excluded from the ordinary accounts ; and that, adifle 
it might become necessary to borrow to the construction of unremu- 
nerative works for the prevention of famine, the charge must be 
included in the regular accounts as ordinary expenditure, 

4. Your Govenunent pointed out that, in your opinion, tiie 
adoption of these rules might prove inconvenient, and that, as interest 
on money borrowed had been paid year by year out of the. general 
revenues, and not provided by increasing debt, the expenditure might 
be continued on the supposition that any “ additional interest on 
account of money borrowed to the purpose of constructing extraordi- 
nary works will be met from the increased receipts derived from 
similar works which have been, or will from time to time be, comple- 
ted and brought into operation. ” To this argument, however. Lord 
Salisbury replied, in his Despatch of the 10th of August 1876, No. 305, 
that, “ if works upon which loan funds have been expended are not 
remunerative to the extent of repaying the interest on the money 
expended on them, and additional works be annually undertaken 
which will be unremunerative in a similar degree, every additional 
work must tend to increase the aimual charge for interest which will 
fall upOn the general revenues. ” And, bearing in mind the uncertainty 
regarding the cost of obtaining from India the largte supplies needed 
for the Hoofe •Treasury, Lord Salisbury added “ that it would be 
unjustifiable to undertake, out of moneys to be obtained by borrowing, 
any outlay on account of new works, unless their yield will cover the 
interest of the loan. ” 

5. This view was accepted by your Government, and Sir John 
Straohey,^ in his Financial Statement, on the 15th of March 1877, 
observed that 

it ought clearly to be ttodarstood tbttc. If such obargee as tboie for famine aad 
for uBremuneratiTe public works cannot be presided out of the ordinary rerenuee* 
the state of our dnanoes must be unsound. . « , It cannot be too distinctly stated 
that obargea lor the relief of famine must be looked upon as ordinary obargea, 

• . » For the foture, it has been resolved, in commauioation with the Beeretary of 
State, that no work shall, under any oirouiostanoes, be classed as extraordlnaryi 
unlets we are satisfied that It will yield a net Inocme suffioteot to cover the 
interest upon its capita! cost. 

6. It had been laid down by Lord Northbrook* in 1874, “ that, 
besldee a tor surplus of income ovn ordinary expenditure, such a 


t. s«e foot-note on p, 169, 
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margin should be provided, in addition, in ordinary times, as shall 
constitute a reasonable provision for meeting occasional expenditure 
upon famines ; ’* and, in referring to the subject in the debate d the 
27th of December 1877, Sir John Strachey mentioned the argument of 
Lord Northbrook, 

that, if this surplus ware devoted to the reduotion of debt, or to prerentipg 
the increasf of debt for the ooostruotion of reprodnotive public works, in years of 
ordinary prosperity, there would be no objection to the public expenditure exceeding 
the public revenue in occasional years of adversity, so that we might then, without 
objection, meet the charges on account of famine from borrowed funds, to the full 
extent to which our surplus had permitted the discharge of debt, or prevented 
its increase, 

7. The cost of the famines ' was estimated, on an average of 
years, at about 1,500,000/., and provision was made for meeting this 
expenditure by measures of financial decentralization and by new 
taxation. 

"The Government of India,*' said Sir John Straoliey, "intends to keep this 
million and a half as an insurance against famine alone ; ... we consider that the 
estimates of every year ought to make provision for religiously applying the 
sum 1 have mentioned to this sole purpose; and I hope that no desire to carry 
out any administrative improremeot, however urgent, or any fiscal reform, 
however wise, will tempt the Government to ne^lsot this sacred trust. " 

8, On the 9th of February 1878, Sir John Strachey explained in 
greater detail the mode by which it was proposed to ddal with the 
additional sum raised to meet the famine expenditure. It being a 
portion of the policy of the Government to borrow certain sums 
annually for the construction of reproductive works, this amount 
would be reduced, and the annual addition to the public debt would bo 
proportionately diminished, by the appropriation of the million and a 
half raised for famine purposes, so that, when, on the occurrence of a 
famine, it became necessary to borrow, the amount of the debt would 
remain no higher than if the receipts to meet the famine expenditure 
and the corresponding outlay had not been brought into the account. 

**The soundness of this argument^*’ he observed, "depends of course on the* 
assumption that the works which are constructed from our annual eontribution 
of 1,500^0001. from the public revenues will be really reproductive, that is, that they 
will at the end of the ten years produce an income at least equal to the interest 
which we should have to pay, if we had then to replace by borrowing a sum equal . 
to that furnished from the new taxes for tbsir construction, ” 

Arrangements were to be mdAe with the Local Governments, throw- 
ing on them to a great extent the responsibility of protecting the people 
from famine in the manner prescribed ; “ the provincial revenues, he 



APtBltDlX 1 


^51 

stated^ will have to supply to the Imperial Treasury, or to hold at 
its disposal year by year, a sum equal to the interest on the oapitel 
expended on all the reproductive works, constructed either with 
borrowed money or funds supplied from the new taxes,” In this mode, 
said Sir John Strachey, the 1,500,000/. to be provided as an insurance 
against famine would be applied “virtually to the reduction of debt ; 
and, when the calamity of famine actually arrives, we hope not only 
to bs able to meet It without throwing fresh burdens upon the country, 
but to find that our means of giving efidcient relief have been immen- 
sely increased by the useful works which we have carried out in the 
preceding years of prosperity.” 

9. These views were repeated, in almost the same words, in the 

letter from your Government, dated the 4th of January 1878, No. 7 ; 
and a general approval of your proposals was given by Lord Salisbury, 
in his telegram of the l2th of January, and again in his Despatch of 
the 1st of April last, No. 104, in which, however, he observed, that “ it 
is necessary that, whenever the demand for bills and the state of the 
exchange will admit, the sum which has been provided from the Home 
Treasury to meet famine expenditure should be repaid from the 
million and a half which is to be raised annually on account of 
famines ” ^ 

10. With the view^of carrying into effect the policy on which 
you had deteftnined, your Government published in the Gazette of 
India Extraordinary for the 18th of March a Resolution, No. 1911, 
defining the method in which it was to be put in operation through 
the agency of the Local Governments. 

** It will manifestly be a neoessary oondition of success, " it was observed,* 
** in carrying out such a policy, that the works undertaken shall in fact produce 
the growing ioooms from which to meet the gradual increase of interest charge, 
and it therefore becomes essential to examine very strictly the character of all 
projects brought forward for execution, so that borrowed capital ahaU not, under 
any oiroumstanoes, be supplied for any work of which it cannot reasonably be 
anticipated that it will in a definite period of time produce a net income at least 
as great as the interest on the capital outlay upon It, Further the same llDitation 
• . . must also be applied to ... the new resources lately speoiaily created 
to provide a surplus from whloh to meet charges bn account of the relief 
or prevention of famine. The justification for granting, for productive works, 
funds from the surplus revenues which might otherwise be applied to the extinotioa 
of debt, is that, so far as it prevents an increase ojf debt, it will virtually be 
equivalent to a corresponding discharge of debt, a condition, however, thi^t cannot 
be fulfilled unless the works are properly remunerative." The **dead weight of inte- 
rest charge during the time when the income of the works Is not fully developed,* • 
might, however, ''properly be met from the provincial revenues at the disposal of 
the Local Governments for carrying out works of internal improvement/' 


Paras. 76*79. 
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11. ^ese are ihe oonditions which, in the ieitm oo# under mf 
consideration, your Excellency proposes to nu>djfy, in order to oom* 
plete the ixanafw of the liability for ProduoUre Public Works to the 
provincial revenues and to meet the case of works not in themselves 
fully productive, but intended to give protection against famine, sane 
of which have actually been b^un during the late seasons of distress. 

12. You explain that, in sanctioning the execution of a work 
frmn borrowed money, the cost of which was to fall on the general 
revenues of the country, you have hitherto, subject to the sanction of 
the Secretary of State, decided on the merits of each case whether or 
not the risk of constructing it should be incurred, with reference to 
the period wi&in which it might be reasonably expected to become 
remunerative ; and you are of (q>inion that this principle may be 
extended to the action of the Provincial Governments. At the same 
time you observe that, if unremunerative works are carried out from 
the money provided for the cost of counteracting famines, under 
conditions which reduce the surplus so provided beyond a certain 
limit, additional taxation will be eventually required to make good the 
loss. But, owing to the difficulty of discriminating between works 
strictly productive and those only admissibly as luoviding against the 
effect of famine, you propose “ to accept a ‘yearly maximuih dead* 
weight charge, to be fixed as experience mqy sug^st, for works 
constructed as productive, whether under the existing 'sMot condi- 
tions, or, as now pn^osed, in order to prevent famine, or give protec- 
tion from famine, or diminish the expenditure for the counteraction 
of famine if it occurs. In other words," you “ would limit to a specific 
maximum amount the net expenditure for the interest on the capital 
cost of all such works and their maintenance, after setting off all the 
net income yielded by the works.” 

13. This wnount you would for the next five years fix at 25 lakhs 
of rupees in any one year, in addition to your ” existing net liabili- 
ties,” and you think that the Famine Insurance Fund of one million 
and a half sterling may be safely reduced by that sum, on the consi- 
deration that the construction of any works not fully productive 
according to the existing definitions which nmy be thus faclBtated, 
will cause an equivalent reduction of your ultimate liability on 
account of famines when they occur. 

14. In this manner you believe that the Local Qovemments will 
be provided with the means of undertaking works fur prc^otlon against 
famine, while a safeguard will be furnished against the in^novident 
extension of liabilities for works of which the remunerative character 
is doubtful, and the financial responsibility, which has hitberlo rested 
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aiittost ezoluaiToly on the Gktvemment of India, will be shaied by the 
Looal Gtovernmento in a manner pnotioally useful and oondudveto 
the exercise of foipethought and economy. 

15. With this view you request sanction to a relaxation of the 
rules under which productive works may at present be undertaken, so 
that, in exceptional cases, works may be included in that class which 
are not dlreotiy remunerative, provided — 

1. That a worii udll be unquestionably useful for the prevention 
of famine or as giving protection therefrom, or that, upon the 
occurrence of famine, it will probably cause reduction of the 
public expenditure commensutate with its cost ; 

%. That the iotal net yearly charge imposed upon the revenues 
of India, for the maintenance and payment of interest upon the 
capital invested in productive works of all classes, after setting 
off the income they produce, shall not, till the end of 1883>81, 
exceed the corresponding net yearly chargee at the present time 
by more than 25 lakhs of rupees. 

16. 1 have given a most cardul oonsideratkm to this important 
question, and regret that 1 am undile to give my consent to the 
modification proposed. At the time that your letter tras received. Sir 
John Strachsy was ffi this country, and, with the advantage of the 
personal explanations received from him, I wsks in h<H>eB that I might 
have been able, even if not eanotioning the propoBBl in the exact lonn 
made by your Qovemment, to have sanotioned arrangements -whiidi 
would have beenaooepted by you as satisfactorily meetly yonr 
desire to proceed rapidly with the construction of protective works. 

17. The events of the last few months and their effect on our 
financial position have, however, compelled me to reconsider the 
question public works expenditure, and 1 prcgiose to address your 
IhLoellenoy in another Despatch on this subject. In the meantime, 
however, I deem it necessary to express the (g>inion that the present 
oondition of tire finances does not justify any loan for outlay on 
protective works, or any expenditure on them beyond what may be 
met from the receipts from the special taxation recently imposed. 

18. The first claim on these receipts being ihat of the Home 
Government for the repayment of debt already incurred on aeoount of 
famine, 1 am of qpinion that not less than cme-half, or say 750,000/., 
should be held available for remittance to England in the next and 
ensuing years on that account. The remainder may be anmopriated, 
at your discretion, to the extinction of debt, to the relief of famine, 
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or to the oonitruotion of protective works, not necessarily directly 
remunerativet but obviously productive in the sense of guarding 
against a provable future outlay in the relief of the population. I 
cannot, however, under present circumstances, sanction the raising of 
capital by loan for the construction of works wliich do not distinctly 
fall under the regulations laid down for Productive Public Works. 

19. To guard against misapprehension, I deem it necessary to 
draw attention to a statement in the concluding paragraphs of your 
letter, that you have omitted from the definition of productive works 
the condition prescribed in the 49th paragraph of the Despatch of the 
23rd of July 1874, that they must be^ezpected *' to be remunerative, 
by yielding, in the shape of annual income, a sum equal to the interest 
on the money expended in their construction including interest for 
the period subsequent to the commencement of each work during 
which no income is obtained.” This omission you infer that you are 
justified in making by the tenor of Lord Salisbury’s Despatch of the 
27th of September 1877, No. 310A. In that Despatch, which directed 
that the term productive should be adopted instead of extraordinary, 
and that the results should be exhibited in a new form, it was expressly 
stated “ no change is intended to be made in the character of the 
works henceforth to be admitted into this category.” For the inclusion 
of any work in the productive class it is necessary that there should 
be a prospect of its repaying, within a reasonable'" time, the' whole of 
the Interest incurred on the mon^ expended in its construction, 
though it is immaterial whether the interest which accrued during 
the process of construction be treated as a charge against the income 
of future years, or be added to the capital on which interest is to 
be paid. 


1 have, 6co. 

(Signed) CRANBROOK. 
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APPENDIX II* 

( Qokhale’s rejoinder to Mr. Jacob’s evidenoa, tendered on 31st 
July 1897. ) 

The first half of the additional evidence, tendered by Mr. Jacob 
on 2lBt July 1897, deals with the subject of Provincial Finance, and 
is intended to be. a defence of the existing system from the point of 
view of the Government of India. There is little or nothing in this 
portion which directly challenges anything I have said on the Bubjeot> 
but as Mr. Jacob’s statement ot the case is likely to lead to conclusions 
conflicting materially with those which I have endeavoured to press 
on the attention of the Oommission, it is neoessaiy for me to offer the 
following criticism on this portion of Mr. Jacob’s supplementary 
evidence. 

Replying to the criticisms of the Indian witnesses generally, Mr. 
Jacob contends that the existing contract system has on the whole 
worked satisfactorily, and in support of his contention, puts in two 
tables, comparing the growth of Imperial and Provincial expenditure 
during the past 15 years, and showing as a general result that while 
the Imperial net expenditure has grown but 7-7 per cent., the Provin- 
cial net exhibits an increase of 19>6 per cent., exchange being exclu- 
ded ffom the account. Evidently, with such results before us, argues 
Mr. Jacob, it is incorrect to say that the Provincial services have 
been starved tinder the system. And he claims that as for as the 
resources of the Government have been available, the figures show 
that the Provincial Governments have had their full share of them. 

I submit, however, that Mr. Jacob’s comparison is not a fair one, 
for the following reasons : 

( a ) 1 think that Mr. Jacob's contention, that exchange ought 
to be excluded for purposes of this comparison, is not a sound one. 
Mr. Morgan Browne has already shown satisfactorily, in his evidence, 
that although exchange is responsible for some deterioration in the 
financial position of the Government of India, the increase in military 
and other expenditure is even more responsible for the result. From 
the taxpayer’s point of view, moreover, it is the same thing to him 
whether his rupee is spent by the Government of India in meeting 
loss by exchange or ih defraying the expenses of some firontier 
expedition. All he sees is that of the totid amount that he wntribu- 
tes to the Gkivemment Exchequer, a oontinnally increasing proportion 
is appropriated by the Imperhd Gkivemment in whose expenditure his 
interest is comparatively remote, and that a continually diminishing 
* TbUiaAppsadU No. 90 io tbs Wotby. ComisisdoO’t report. 
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proportion falls to the lot of the Provincial (Government in whose 
expenditure he feels a direct and immediate interest. If exchange is 
not omitted from the account, it will be seen that the Imperial net 
expenditure has grown by 24 per cent, as against a growth of 19*6 per 
cent, in the Provincial net. 

( b ) Assuming, however, for the sake of argument, thatexchangci 
as given by Mr. Jacob in bis reply to Q. 19,887, is rightly excluded 
from the oakmlation ( though even then the criticism must remain 
that (Government might have kept down the charge by avoiding, as 
far as possible, increase of sterling liabilities and home charges ), 
there can be no justification for leaving out of account the railway 
and irrigation net chafes. Howeyw these services may be finan- 
daliy regarded, the net loss accruing to the State on their account 
year after year is not debited to the capital account of the works but 
is paid out of the current revenues of the country. And if this charge 
is to be left out of account in making the comparison, almost every 
other charge might bo omitted on the same principle. 

The following Table ( A ) gives the net result of the Railway and 
Irrigation Account for the three quinquenniums from 1882 to 1896 ; 

TABLE A 

Railway and Irrigation Account 
Net Result 


Year 

GroSs 

Expen- 

diture 

Receipts, 

IJet texpen- 
diture, 
or Loss or 
Gain to 
the State. 

Average 

— 

1882- 83 

1883- 84 

1884- 85 

1885- 86 
1886 87 

13-59 

12-81 

15- 19 

16- 71 

17- 97 

12 49 
13-56 
13-57 
15-27 
1613 

- 1-10 
-i- -75 

- 1-62 

- 1-44 

- 1-84 



Total 

— 

! 

- 5-25 

105 


1887- 88 

1888- 89 

1889- 90 

1890- 91 

1891- 92 


16- 24 

17- 42 

18- 59 

19- 40 
22-21 

- 2-87 

- 2-95 

- 2-51 

- 1-25 

- -98 



Total 

— 

: — 

- 10-56 

M2 














APFBNDIXQ 


TABLE A (Contd) 


m 


Year 

— 

Gross 

Expen- 

diture 

Receipts 

Net Expen- 
diture, 
or Loss or 
Gain to 
the State 

Average 

— 

1892-93 

23-86 

21-49 

-2-37 



1883-94 

24 69 

22-59 

-2-10 

» 



1894-95 

26-54 

23-58 

-2-96 



1895-96 

26-45 

1 

24-15 

-2-29 


1 

1 

1896-97 1 
(Revised) 

i 

26-22 

23-36 

-2-86 



Total 



- 12-58 

2-51 

Increase. Net 








( 0 ) Further, Mr. Jacob's comparison is rendered unjustifiably 
favourable to the Provincial administrations by the inclusion of two 
items of expenditure in the Imperial expenditure table, which, fairly 
speaking, ought not to be there, viz., Interest and Famine Relief and 
Insurance. Interest is a diminishing charge, ( 1 ) owing to conversion 
operations rendered possible by favourable conditions of the money 
market, and ( % ) owing to a feature of the Indian accounts which take 
all Public Works grants from annual revenues in reduction of rupee- 
debt. As to famine insurance. Government itself has so often 
described it as being in the nature of a surplus reserve ( to be provided 
only when there is a surplus ) and it has been so changing In amount, 
that it is manifestly unfair to include it when exchange has been 
excluded. The Provincial Governments, it 'should be borne in mind> 
have no such elastic and variable items of expenditure. 

The following Table B gives the figures of Imperial net 
expenditure minus net interest and famine charges for tire tlnr^ 
quinguenniums ; 

0.-88 
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TABLE B.* 

Nef Imperial Expendrfure. 

In Millions and Decimals of Millions, 


Years 

Imperial 

net 

Expendi- 

ture, 

excluding 

Exchange. 

Net 

Interest 

and 

Famine 
Charges, 
included 
in (2) 

Imperial 
Net Expen- 
diture, 
excluding 
Exchange 
and Inte- 
rest and 
' Famine 
Charges. 

Quinquen- 

nial 

Average. 


1 

2 

3 

4 



1882- 83 

1883- 84 

1884- 85 

1885- 86 

1886- 87 

27-23 

27- 44 

26 27 

28- 99 
27-21 

5-27 

4-94 

4-74 

4-36 

3-01 

21- 96 

22- 50 
21-53 
24-63 
24-20 

1 

‘ . 

1. 

Total 


22-32 

114-82 

1 

.22-96 

[ 

1887- 88 

1888- 89 

1889- 90 

1890- 91 

1891- 92 

28-09 

26 90 

27- 66 

28- 57 
30-87 

3-40 

2-80 

3-18 

2- 75 

3- 58 

24-69 1 

24-10 

24-48 

2582 

27-26 



Total 

142-13 

15-71 


25-27 



* The figures in these Tables (B and B 1) are, in several cases, obviously v^rong. 
For example taking the Totals for the first Quinquennium in Table B, if the figure 
in Col. 3 (22-32) is deducted from that in Col. 2 (137-16), the result (114<84) does not 
tally with that given in Col. 4 ( which is 114«82). So also through the rest of the 
figures. There is evidence in Gokhale's correspondence to show that he had to pre- 
pare this * rejoinder ' in gresit hurry and under enormous mental strain, and this no 
doubt explains these discrepancies, which are so unusual with him. 

With regard to the Totals in Col. 2 in Table B, however, it is possible to say that 
in spite of first appearances, they are correct. That is because in giving the figures 
for the different years in Col. 2, the third decimal has been omitted, without at the 
same time raising the second decimal to the higher digit where this was necessary. 
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TABLE B (Oontd ) 


Tears 

1 

Imperial 

net 

Expendi- 

ture, 

excluding 

Exchange. 

2 

Net 

Interest 

and 

Famine 

Charges, 

included 

in(2j 

3 

Imperial 
Net Elxpen- 
diture, 

1 excluding 
Exchange 
and Inte- 
rest and 
Famine 
Charges • 

4 

Quinquen- 

nial 

Average. 

1 

— 

1892-93 

30-33 

3-12 

37-21 



1893-94 

29-74 

3-09 

26-65 



1894-95 

28-47 

2-75 

! 25-72 



1393-96 

29-73 

1-85 

27-97 



1896-97 

29-51 

2-34 

27-17 



(Revised) 







1 

1 




Increase Net 

Total 

147-79 

13-16 

134-72 

26-94 

22-96 1 3-98 



1 

1 • 



26 94) or 

« 


« 



17 per cent. 


Compariog 1882-^3 with 1896-97 ( revised ) — 

* • 21*96 1 

27-17 I increase during the period, 


or 

23 pei; cent. 


TABLE B 1.* 

Variations in Interest and Famine Charges. 


Net Interest Charge, exclusive 
of Exchange. 

Famine Relief and Insoranoe. 

In Millions and DeoimalBof 
Millions of Rx. 

1882-83 

3-791 

1 

1-48 '1 


1883-84 

3-45 

Total for 

1-49 

Total for 



5 years Average 


5 years Average 

1884-85 

3-20 1 

- 16-05 3-21 

1-54 i 

6-27 1-25 

1885-86 

2-90 


1-46 


1886-87 

2-71, 


.30 , 



Me foot-note on p. 658. 
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TABLE B 1 ( Conti ) 


Net Interest Oharge, exclusive 
of Exchange. 

Famine Belief and Insurance. 
In Millions and Decimals of 
Millions of Bx. 

1887-88 

3*33' 

i 

•09 ' 


1888-89 

2*73 

Total for 

•07 

Total for 



5 years Average 


5 years Average 

1889-90 

2*65 

- 13*21 2*64 

•53 1 

- 2*52 *50 

1890-91 

2*16 

1 

*59 


1891-92 

1 

2*34^ 


1-24 J 


1892-93 

2*071 


1*05 '» 


i 


Total for 


Total for 

1893*94 

1*98 

4 years 

1*11 , 

4 years 

( 

} 

- 8*47 2*11 


- 2-31 *67 

1894-95 

2*16 

1 

*59 


1895-96 

i 

1*26. 


•56 J 

•• 

1896-97 

Revised 

*79 

1*55 


Mr. Jacob’s table for Imperial expenditure — corrected as suggest- 
ed above, ue., by the inclusion of railway and irrigation net charges 
on the one hand, and by the exclusion of interest and famine expen- 
diture on the other, would show, as per Table C., that the Imperial 
net expenditure has risen from 23*91 orores to 29*45 crores during the 
past 15 years, which gives an increase of 5*54 crorea on 23*91 crorea, 
or fully SS per cent,, as compared with the provincial net, which has 
increased from 11*53 crorea to 13*79 crorea, or 19*6 per cent. 

AndthisisezMadingrthe exchange given by Mr, Jacob in hie 
reply to Q. 19,887. 
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TABLE C. 

Imperial Net Expenditure 
In Millions and Daolmals of Mlliiona. 


Quinqueuniums. 

Quinquennial 
Average as 
per Table B. 

Railway and 
Irrigation 
Account. 
Quinquennial 
Average as 
jper Table A. 

Total of 

1 and 2 
( Net Results ) 

1882-3-1886-7 

22-96 

1-05 

23-91 

1887-8-1891-2 

25-27 

2-12 

27-39 

1892-3-1896-7 

26-94 

1 

2-51 

1 

29-45 


1st Quinquennium * ... 23*91 


3rd Quinquennium 

• • 


... 29-45 


Increase 


5-54, or 23 par 


These percentages of prcqxirtional growth of Imperial and PtoTli»- 
oial expenditure are, however, a matter of secondary importaaoet. 
The important question for the Commission to consider is, whetlm 
the distribution of services between the Imperial and Provjaoial 
Governments being what it is, the present distribution of the national 
resources between them is just and equitable. It is suggested in one 
place by the chairman, that if the Imperial Government imposes 
extra taxation and thus increases its revenues, the Provinoial Govern- 
ment have no right to expect a share in the proceeds of the extra 
taxation. If the question were to be considered solely from the 
points of view of the Imperial or Provinoial Governments, there would 
be considerable force in such an argument. But tbeie is anc^ear 
standpoint from which also the question has to be looked at, vis., the 
taxpayer's standpoint. And as long as he consldezs that Froviaoial 
expenditure is more, intimately connected with his welfttre tiuui 
Imperial expenditure, so long the objection to increased In^erial 
expenditure, no matter how met, must remain. 
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Q. 19,981. — Mr. Jaoob mentions an increase of 39 per cent, in 
the expenditure on education in 14 years. 1 have not got his Thble A 
before me, and so 1 have some difficulty in understanding his figures, 
which do not tally with those given in the statistical abstracts. Mr. 
Jacob's figures are larger than those which denote purely Government 
expenditure on education, and smaller than those which represent 
Government and local rates expenditure added together. I imagine 
his figures are net and are obtained after deducting miscellaneous 
educational receipts from the total Government and local rates 
expenditure on education*. If Mr. Jacob’s totals be divided into 
Government expenditure and local rates expenditure, I feel confident 
the former will show a much smaher percentage of growth than 39 per 
cent. In this connexion, I am surprised at Mr. Jaoob stating that the 
existing provision for the education of the people in India is in excess 
of the requirements of the people, and is not* fully availed of by them. 
Mr. Jaoob says he speaks from personal experience in tho matter. 
All I can say is that my own experience, and the experience of many 
others direqtly connected with the work of education, is diametrically 
opposed to that of Mr. Jaoob, who will, moreover, see that his views 
on the subject are in direct oonfiiot with the opinion emphatically 
expressed by Lord Eipon’s Education Commission.* This Commission, 
after a most elaborate inquiry, recorded that the educational eipendl* 
ture of the country was wholly inadequate tq meet its needs, and 
appealed in such earnest terms to the Government of 'Lord Ripon to 
increase its educational grant, that his Lordship issued special instruo* 
tions to the Provincial Governments calling upon them to increase 
their allotments to education, and promising, where necessary, aid 
from the Imperial Treasury for the purpose. This beneficial policy 
was, however, practically reversed four years later by the Government 
of Lord Dufferin, in a resolution to which I have already called the 
attention of the Conmission. 

Q. 30,005 and following — Reie Mr. Jaoob indicates in rough 
outline to the Commission a proposal of the Government of India, 
which, if adopted, is, I fear, likely to throw back rather than advance 
matters. He suggests that what is purely local expenditure ( i.e. 
education, medical relief, roads, &o. ) should be separated from the 

1. This is correct. The Table referred to is given in Appendix No. 80 in the 
report of the Welb; Commission, and shows the Provincial and Local Not Expend!* 
tnre. 

2, Appointed ** with a view to enquiring into the working of the existing 
•ystem of Public Instruction, and to the farther extension of that system on a popu* 
lar basis.” .Mr. (later Sir) VV.W. Hunter was the president of the Commission 
( 188 ^ 83 ). 
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total of Provinoial expenditure, and that a permanent grant from the 
Imperial revenues might be assigned in aid of such expenditure, a 
grant not to vary or increase with the increasing revenues of the 
country, but a dxed and permanent grant, and that it may be 
advantageously arranged that any further increase in the existing 
expenditure should be met from local resources. Such an arrange' 
ment, in respect of such important service, must, 1 submit, either lead 
to all stoppage of progress or necessitate additions to local burdens, 
though it will, no doubt, give relief to the Imperial Treasury. Neither 
result would be desirable, and independently, it would seem most 
unfair and inequitable to shut off such services from all participation 
in the benefit of the expanding resoyrces of tho Empire. 

Q. 20,044 and following — With reference to Mr. Jacob’s answers 
to these questions, the following figures will be of interest. They 
show that there is much more in the contention of the local Govern- 
ments than what Mr. Jacob admits. The effects of a constant back- 
ward and forward movement in Provincial expenditure must be 
prejudicial to the real interests of economy and efficient administration. 

Contract of 1882 

Rx 000». omitted. ) 


Year 

* 'Total 
Revenue 

Total 

Expendi- 

ture 

Surplus 

or 

Deficit 

Closing 

Balance 


1882-83 

16,334 

17,235 

— 9:il 

. 2,648 


1883-84 

16,484 

16,669 

—185 

2,115 


1884-85 

17,557 

17,488 

69 

1,862 


1885-86 

18,186 

17,577 

609 

2,237 


1886-87 



176 

2,126 


Total ... 

86,762 

86 994 

—232 

— 


Average 

17^62 

17,398 

— 

— 


1887-88 

17,534 

17,265 

269 ! 

2,395 


1888-89 


17,634 

2()5 

2,600 


1889-90 

18,341 

17,849 

492 

3,092 


1890-91 


18,360 

—305 

; 2,787 


1891-92 

20,871 

20,451 

420 

1 2,573 


Total ... 

92,640 

91,560 

1,080 

— 


Average 

18,528 

18^12 

** 

— 
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Year 

Total 

Be venue 

Total 

Expendi- 

txire 

Surplus 

or 

Deficit 

Closing 

Balance 


1892- 93 

1893- 94 

1894- 93 

1895- 96 

19,580 

19,899 

19,641 

20,806 

19,842 

20,037 

20,077 

20,382 

-261 

—138 

-436 

424 

2,312 

2,174 

1,738 

2,162 

1 

Total ... 

j 79,926 

80,338 

-411 

' 

i 

i 

1 

Average 

1 

19,981 ■ 

1 

20,084 1 

i 

1 

1 

— 



Q. 20,050-52. — With reference to Mr. Jacob’s answers to these 
questions, and in further support of what I have already said on the 
subject, I beg to submit the following table to the Commission. 
The Commission will see from it how the different provinces 
stand at the present moment, in regard to the revenue they enjoy 
for Provincial purposes, and in regard to what they have to 
surrender to the Imperial Exchequer : 


Province. 

Population. 

1 Bevenue, 1 

except undistri- 
butable. Imperial, 
Opium, ^t. 
Customs, 
Tributes, &c. 

Provincialised, 

1895-96 

( 000* omitted ). 

Revenue 

' Expendi- 
ture. 



Rx 

Rx 

Rx. 

Central Prov. ... 

10,784,294 

1,464,172 

823 

803 

Burma 

7,605,560 

4,576,838 

2.207 

1,981 

Assam 

5,476,833 

1,171,685 

669 

639 

Bengal 

71,346,987 

9,554,370 

4,585 

4,435 

N. W.P. &Oude 

46,905,085 

9.567,512 

3,166 

3,306 

unjab 

1 

20,866 847 

4,589,809 

1,778 

1,785 

Madras 

35,630,440 

9,596,: 39 

3,295 

3,251 

Bombay 

18,901,123 

1 

7,977,349 

4,280 

1 

4,179 

Total ... 

— 

Rx. 48,498,000 

20,806 

20,382 
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Q. 20,054*SO,17i —> These questions are direotad to ascertaining 
the position which natives of India occupy in the matter of employ • 
ment in the higher hranohss of the public service. In his replies to 
these questions, Bfr. Jacob has quoted the latest orders of the Qovern- 
ment of India in regard to tiie various brandhes, and he has told the 
Ccnnmission what would happen when full effect was given to these 
orders. The interest attaching to his statement of the case, is, how- 
ever, largely diminished by the admission that " in every case some 
years must elapse before the scheme can be introduced in its entirety, 
and in some cases the period may extend to 20 or 30 years. ” As no 
one can guarantee that the present intentions of Government will not 
change in the interval, and in one ease at any rate, they have so 
changed in the past, vis., in the matter of the statutory service, a 
disoossion of what will be our position 20 or 30 years hence is likely 
to appear to some more academic than practical. A better way would, 
1 think, have been for Mr. Jacob to state the present numbers of 
natives in the higher branches of the various departments, and then 
indicate how matters would improve for them, as greater effect was 
given to existing orders. 

With due deference to Mr. Jacob, I submit that the manner in 
which he has presented hts facts in this portion of his evidence is 
calculated to obscure the true issues involved in the controversy on 
this subject. ' This ooiftroversy is about the higher poets in the differ, 
ent branches of the public service, an expression not easily capable 
of an accurate definition, but perfectly Intelligible to all in this 
country who take an interest in such questions. I do not think I 
should be asaisting the Oommlssion much if I were to say that the 
natives have a practical monopoly of everything which it is not worth 
an Englishman's while to have. And yet Mr. Jacob appears to me in 
several places to come perilously near such a statement of tiie case. 
The only posts udiich are of value and of which we may be said to have 
a monopoly are tits deputy coUeotmships and the subordinate judge- 
ships ; and Mr. Jacob naturally makes a great deal of this point But 
titsse posts have long been cars, and I am not aware cff any oontro* 
veny having been raised about them. Barring these posts, there are 
few nmtointments hi (be lower branches M the public service which it 
would be worth aa Bnidltitnian's while to have, and all these, there- 
fore, noosssarlly fall to the share of the natives of the country. But 
the oo nt rovewy that has gone on now for a good many years is not 
about these minlqtarial posts or about deputy oolleotorships or subor- 
dinate ju^Esahhn* It is about the class of appointments to which the 
t3 by Mr. Jacob in his reply to Q. 2Q,035 belong in the 

judNai and wecuttve hrantiies, and to poB^ in the special depart- 

0.-t4 



WEtBV OOMUISSION 


66e 

meats oorresponding to these and indeed many mvloh lower than 
these. These are the posts from whioh all bat a very few natives 
find themselves praotioally ezoladed, and their grievanoe is in respect 
of such appointments. In my evidence already recorded by the 
Commission, I liave indicated how. we stand in reference to these 
appointments in the different departments of the Bombay Presidency. 

In Q, 20,087, the chairman asks Mr. Jacob if the new scheme of 
setting apart 93 posts ( 95 is evidently a misprint) ^for the Provincial 
service is not a more restricted one than the old scheme of the 
statutory service. Mr. Jacob says, in reply, that the objection is in 
the main a matter of sentiment. As a matter of fact, however, the 
main objection to the new scheme !s that It gives us a considerably 
smaller proportion of the “ reserved ” posts than had been secured to 
us by the Statutory rules of 1879. A very simple arithmetical calcu- 
lation will make this clear, The rules of 1879 had secured to us 
one-sixth of the total recruitment for the Indian Civil Service, that for 
five men entering by the competitive door of London, one native was 
to be appointed to the service in India. ' It is clear that under this 
scheme, one-sixth of the total strength of the Civil Service would have 
ultimately been Indian, and this leaves out of account those Indians 
who might get in by the London door. Now, ih Q. 20,091 Mr. Mowbray 
quotes from a despatch of the Government of India that the Civil 
Service is recruited to fill 898 posts.. And as the total ^^ngth has to 
be kept about 20 per cent, in excess of the poste, so as to provide for 
those who are sick or on leave, this gives a total strei^^th of nearly 
1,100 for the Civil Service. As 1 have therefore already stated in my 
evidence, we should have ultimately had at least one^izth of these 
men Indians if the old scheme had been allowed to continue, whioh 
gives about 180 men out of nearly 1,100. Instead of this, we now 
have 93 posts set apart for us. 1 may add that the Public Service 
Commission itself had recommended the .setting apart of 108 
posts, but the Government of India and the Secretary of State between 
them reduced the number to 93. 

With reference to the Special Departments, portly owing to the wide 
meaifing given to the term “Natives (rf India “and partly owing 
to Mr. Jacob’s omission to state the present proportion of natives, 
as ordinarily understood, in the different grades, it is very 
difficult to have a clear idea of the existing sitoation. 
Meanwhile, the analysis submitted by the native witnesses 
for the different provinces tells its own tale, ha this conne- 
xion, I would only repeat here what I hA're akeady urged on the 
attention of the Commission, that while restrictions on the extended 
employment of Indians in the executive branth ihe‘ Civil Service, 



jk?FtKjn>ix n 


m 

jUw in the MUitBiy Bep^ment and in’ quasi-military departments 
like the Fnlioe, are intelligible, there can really be no justlilcation fbr 
dnitting all but a few of them from euoh departments as the Surrey, 
Opium, Finanoe, Customs, Telegraph, Forest, Public Works, and 
others. In fact in these departments the employment of natives, as 
children of the soil, should be the rule and the employment of Euro- 
peans the exception. As regards the acquiring of the necessary 
special skill in some of these departments, it is for the Government to 
provide facilities in the country itself, and then he would be a bold 
man who would assert that duly qualified natives would not still be 
forthcoming in much larger numbers than required. 

Q. 20,l7^r85.-~ I now come to the special criticism which Mr, 
Jacob offers on my own evidence. * His replies to Q. 20,174-5-6-7 may 
be taken together. From these replies it appears that Mr. Jacob does 
not share the views of men like Sir C. E. Trevelyan as regards the 
financial administration of the East India Company, and he compares 
the civU and military expenditure of the closing years of its rule with 
what it is now. Unfortunately, he does not go into any fuller statis- 
tical analysis, and it is not clear why he takes the troubled years 
1856-57-58 for comparison. The point, however, is a most interesting one, 
and certain figures which I ^ve worked out yield very striking results. 

Jt may be stated |^at our complaint about the course of Indian 
expenditure is mainly in reference to recent years. During the first 
25 years following tlfo Mutiny, the progress of dvil expenditure was, 
on the whole, not unsatisfactory, while the military factor was 
well kept within limits. But since 1884-85, military considerations, 
as Sir A. Colvin put it, have acquired such a preponderance in the 
financial administration of the country, that whereas military expen- 
diture has grown and is growing enormously, civil charges exhibit 
but a meagre advance. The following figures will suffice to bring out 
the point ; 

• First Period ( 1844-45 to 1855-56 ). 



In Crores, 

Year. 

Civil 

Expenditure 

Military 

Expenditure. 

1844-45 

518 

10 78 

1855-56 

7-21 

11-95 

Inorebse ... 

2-03 

1-17 
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These closing 12 years of the Comport’s mle weM a mMfetraid>kd 
and onxiotis period — a period of war and oot)qasek, annazation* and 
political change ( Sikh and Burmeae wara, Onde and Nagpore 
annexatioiB ), and yet while civil ohorgea were allowed to ezpand 
from 5-18 orores to 7'21 crores, or fvU 37 pgr cent., mlUtcury expendi- 
ture was well kept under control, and inoreaaed only 10 per cent. 

Second Period (1862-63 to 1872-73). 


Leaving out the live years ( 1856-62 ) of the Mutiny period, we 
come to 1862-63, when things quieted down and, ao to say, returned 
to the normal. 




, In OroreB. 

1 


Year. 

Qvii ! 

Expenditure | 

Military 

Expenditure. 

1862-63 


8*50 

14-89 

1872-73 


12-63 

15-50 


Increase ... 

4-13.. 

1 

•61 

* 


In other words, while the civil charges inorer.sed by ifeerly 50 per 
cenf., the military expenditure was allowed to grow by only 4 per cent. 


Third Period ( 1884-85 to 1895-96 ). 

Leaving out the period from 1873 to 1884 as for the most part an 
abnormal period of famine and war, and making allowance for the 
country to recover from the effects of those calamities, we come to 
the third period, and we have the following Bgures : 




1 In Orores. 


Year. 

Civil 

Expenditure 

Military 

Expenditure 

1884-85 


17-47 

16-00 

1895-96 

• « ■ ; 

21-50 

22-25 

( Exclusive of 
exchange. ) 


Increase ... 

4-p3 

6-25 
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Tfaase ficBiMyiaU • perorateft ot Si»tb$inen»n in ohil 
oharg« and 38 w fit* grawtfi in miiltnqr nvwtdtture. 

The peraentagei oi growth for fit* three periods are gathered 
togeihw below. 


. Inereae* in 
! Clvtt 

Increase in 
Military. 

First period (1844-45 to 1855-56) 

37 per oent. 

10*78 per oent. 

Second period(1862-63 to 1872-73) 

50 „ 

! 4 

Third period (1884-85 to 1 895-96) * 

83 .. 

38 


These figures m<m than jcsfify the oritioism, that during the liut 
18 yearn military oonsiderathms hate been allowed to overshadow all 
other eonslderattons. 

Mr. Jacob's taUe ( Q. 20,174 ) eompaies net oharges except under 
Army and Land Bevexnie for 1838*7 with gross for 1895-6, which is 
open to objection. The figures, as given in Sir H. Waterfield’smemo. of 
1880,* are as follows : * 

. ,1856-57* £. 

Law and Justice ... 3,812,407 

Education ... 246,607 

Medical ... 99,886 

In such oomparieons, due allowuiee baa to be made for the difii- 
oulties of a Govvnment which was just emoging from the distracting 
struggles of a hundred years, and h^ but diort intsrvals of breathing 
time to conceive and carry ont measures for the internal develcgtment 
and progress of the country, and it is manifestly ungenerous to com- 
pare the small beginnings ct a pniod of storm and stress with the 
larger developments of more peaceful times. 

Mr. J. 8. Miirs memo., however, on adminhttraUve improvement 
during the last 30 years of the Oompany’s rule ( Bluebouk, February 
9th, 1^ ), gives a record of sustained progress of which any Oovern- 
ment migM be proud. The JudieisJ nnd Polio* BstaUishments were 
revised and placed on an hapteved basis ; a large scheme of poUoe 
reform was being vigorously pushed finoiigh. Bducation was well 
taken in hand; and inedical relief was not neglected. As regards 
public works, a large begimilng was made. Irriga^n works, inclu- 
ding the Jumna and Qaages Chtaak, wmv carried out and sevaral new 
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ones projeeted. Railway aonilici^on tiad a. fsir oananenoement; 
negotiations with six xsilway. ooinpanies' >wej!» .domptots, and 4^158 
miles were sanctioned. Ths question of tbe^t^ded, employment of 
natives in the higher branohee of lihe public service long engaged the 
serious attention of the Company's Government. The creation of 
native courts of justice was a £^t step Inrthls Erection, and in Bengal 
and Bombay, the entire briglhal jurisdiction in civil suits was in the 
hands of the native judges, and so, too, to some extent, in Madras. 
Natives were abo largely emplpyed in the administration of criminal 
justice and' in the revenue department. ( Vide Mill’s memo. ) 

Q. 20,177a — In this question, Mr/ Jacob seems to have altoge- 
ther missed the point of my reply to Q, ^8,335. My ■ words to which 
he refers were these : “ 1 do not know a single instance where native 
services have ever clamoured for increased pay or pensions, or ever 
got any concessions. ” . It will;bc seen that . Mjr. .Jacob has not quoted 
me correctly, as a reference tq reply to Q. 18,335 will show. Now 
my point there was “ that the European services were so powerful, 
that whenever they made up their minds to secure a concession, their 
clamour generally compelled' the Go'y'ermnent eventually to yield. 
The native services, on the';6ther hand, froni 'the -trery nature and the 
helplessness of the'ir position,' never- clhmmtAi for anything, qr got 
anything as a concession to their demand. ” I was pointing out a 
moral evil inseparable from the powerful positioti which, the European 
services naturally occupied in the country. I think my replies to 
Q. 18,334 and 18,335 ought to leave no doubt in anybody’s mind on 
the point. 

Q. 20,178 — Here I would only remark that the suggestion of the 
Calcutta Chamber was in respect of High Court Judges only, whereas 
the criticism of the Bombay Chamber applied to the whole Civil 
Service. The latter body had, moreover, suggested that even the 
pensions of these officers should be paid in rupees. It is true that 
when the Bombay Chamber made ^eir proposal, exchange was at 
about Is. 6a(., but it had been steadily falling already, and surely a 
body of merchants like the .Chamber .w{w not, likely, to overlook the 
probability of a further fall. 

Q. 20,179-83— Here Mr. Jacob seems to consider that the 
increase in forest revenue juetified the inorpase .in the expenditure. 
But the increase in the revenue itself ieppen to serious objection, and 
is a necessary evil of constituting a separate fcofxA .department. My 
views on this subject are so fully exinessed in my previous evidence 
that t do not think it is neOessary fqr ^ to say more here on the 
subject.. • . 
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Q. 20,184 — The proportion of Native and European police 
inspectors that I gave in my reply to Q. 18,493 was only an impression 
based on what I then recollected of Poona, I was careful to add : " I 
am not quite sure, but it would be like that. ” The statement is 
correct so far as the higher class of inspectors, those drawing Rx. 200 
a month and upwards, are concerned. The latest civil list gives six 
inspectors on 200, of whom three are Europeans. Also four on 250, 
of whom two are Europeans, The grades below 200 a month are 
manned almost exclusively by natives, and to this extent 1 beg to 
modify my statement. 

Q. 20,185 — Our settlements are for 30 years, as I have already 
explained, and then a revision tak&s place, leading to an increase in 
Government assessment ; the proceeds of the one-anna cess also 
increase to that extent. And as revision operations have gone on over 
so many parts of the Presidency during the last few years, it was 
natural that there should be some increase in the proceeds of the 
cess. But now, for nearly 30 years, there would be very little revi-* 
sion. Moreover, an increase of 8 lakhs in 20 years' does not appear to 
me to be so striking as to deserve special mention. I need hardly add 
that my argument about the non-progressive character of the one- 
anna cess for periods jJf 30 years at a time is entirely unaffected by 
the increase mentioned by Mr. Jacob. 

Fergusson College, Poona, 

15th October 1897. G, K. GOKHALB. 


1. From Re. 214,000 in 1875-76 to Rx. 294,000 in 1695-96. 
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599, 601 

Cornwallis, Lord : 171, 421 
Cotton goods : excise duty, see Excise 
duty on cotton goods 
Cotton goods : import duties, see Import 
duties on cotton goods 
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Cottoo industry, deptesdon in, 7, 31, 
328; difficulties of, due to Govt<’s 
i^thetic policy, 160*162 
Courtney, Leonard Henry: 515, 522i 
526,527, 531, 532, 543, 544, 562. 
563 

Craddock, Sir Reginald Henry : 374n. 
Cranbotne, Lord, see Salisbury, Lord 
Cranbrook, Lord: 616; on Famine 
Insurance Fond, 617, 619, 621, 
648-654 

Crewe, Marquess of : 344 
Crimean War : 209 

Criminal Investigation Department : 
260-262 

Croft, Sir Alfred Woodley ; 607, 609 
Cromer, Lord, see Baring, Major 
Evelyn 

Cropped area ; in Br. India, table, 24 ; 

areas under superior crops, table, 25 
Cross, Lord : 309; views on salt duty, 
cited, 8 

Cunningham, Henry Stewart : 457, 468, 
511, 556 

Currency policy: criticized, 10, 143*144; 

cause of successive surpluses, 52 
Curzon, Lord : 1, 28,50, 51, 66, 114, 
115, 129, 173, 268, 271, 301, 312, 
313, 316, 329, 332, 341, 441 ; change 
for the better in Govt, 16-17; 
exceptionally strenuous administra- 
tion, 65; views on role of British Indian 
army, cited and criticized, 73-75; views 
on employment of Indians in public 
service, criticized, 81*82 ; views on 
Indians in Cadet Corps, mentioned, 97; 
views on indentured labour system 
cited, 357 ; views on per capita 
income, 377 

Customs dept, personnel in, 86; 
reduction in expenditure of, 
recommended, 228*229; see also 
Imperial Customs Service 
Customs revenue : compared with other 
countries, 241 

Dadabhai Naoroji, : 377, 506, 515, 523, 
568,569, 566, 590, 591, 616, 637, 
639,642 

Dadabhoy, Sir Maneckji : 175, 176, 
259, 324, 329, 330, 339, 340, 342 ; 


changed views ob Irrigatiob, 259; 
resdution recommending abolition of 
excise cotton duties, supported, 
328*333 ; resolution recommending 
raising of taxable minimum of 
income, opposed, 339-342 
Dalhousie, Lord : 566, 587 
Dane, Sir Richard ; 228 
David. Sir Sassoon : 159-160, 161 
Dawkins, Clinton : 124, 125 
Debt, see Public Debt 
Deccan Agriculturists’ Relief Act, 

1879: 353, 432; Commission, 

1891:424, 438, 446,450, 451 
Deccan Riots Commission, 416, 424, 
450, 451 

Deccan Sabha : 422, 456, ^10, 513 
Decentralisation : on district level, 
urged, 499, 627 ; — — Commission, 
1907: 150, 151, 240, 254, 261, 262, 
369,370, 372,373, 374 
Delhi, see New Delhi ; see also City of 
Delhi loan 

Deportees, release of, urged, 147 
Desai,(ArB,):427 
Desai, ' A, G. ) : 432m. 

Disraeli : 465, 544 *• ‘ 

District Advisory Councils: 369 
District Municipal Bill : 442 

Dodgson : 405 
Dongola expedition ; 537 
Duflerin and Ava, Marquis of 1 172, 
306, 462, 488, 534, 550, 551, 619, 
621, 646, 647; 'Dufferin Inquiry’ 
of 1887-88:14, 188, 303-304, 305, 
316, 457,468, 496, 511, 556, 598- 
599, 624, 643; decision of Govt, 
of, regarding formation of reserves, 
35, 484; views on separation of 
judicial and executive functions, 77; 
policy of reduction of Govt, 

expenditure on education, 41, 493, 
607, 608, 643-645 

Dutt, Aswini Kumar ; 147 

East India Company : advantages of 
poriodical parliamentaiy inquiry 
of, 305, 460, 519, 535*536: 

financial administration more econo* 
mical under rule of, 518, .519, 
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667-668 ; military expenditure under 
administration of, 667; J.S. Mill's 
^ memo on rule of, 669-670 
East Indian Railway Company, com- 
pulsory education enforced by, 
322-323 

Eastern Bengal and Assam, grant for 
sanitation to, 215 
Ebden : 405 

Education, special grant for, appre- 
ciated, 6, 213 ; enhanced expenditure 
on, urged, 18, 40-42, 43, 136-137, 
311; Govt. o( India resolution of 
1888, 41, 493, 607, 608, 643-6451 
of 1904, 68 : should be made an 
Imperial Charge, 41 ; expenditure 
on, in foreign countries, tables. 
42-43, 130; surpluses should be 
utilised for, 44, 209-210, 256-257, 
612-613 ; free and compulsory provi- 
sion of, for child labour, urged, 
320*327 : meagreness of Govt, 
expenditure on, 493, 606-608 : work- 
ing of and expenditure on educational 
dept, of Bombay, 501-562, 632-633 : 
Education Commissiofi, 1882, 41, 
662; see also Technical education; 
University Education * Primary edu- 
cation 

Efficiency, fetish of, disparaged, 33, 
181,188, 301 

Elgin, Lord : petition incident, 646-647 
Elies, Sir Edmund : statement on mili- 
tary expenditure, referred to, 63-64,73, 
93 ; on general military policy, 75,97 
Elliott, Sir Charles Alfred : 188ff., 457, 
468, 469, 510, 556,557, 563 
Ellis, Barrow Herbert : 500, 629 
Elphinstone, Mountstuart: 416 
Emigration to Colonies, sec Sanderson, 
Lord : Committee on Indian Emigra- 
tion 

Employment of Indians in higher offices ; 
in Civil &rvice, 46-49. 82-89, 
122-123 ; in Railway Service, 183: 
232-234; in Salt dept., 227-228; 
in Mint dept , 220-221 ; in Survey 
of India, 226; in Geological dept-, 
226; in Customs dept, 229; in 
Postal dept, 230; in Telegraphs 
dept., 230-231 ; in Services generally. 


487-489, effects of Mutiny on, 472 ; 
in Police dept-, 629-632, 671 ; 
rejoinder to Jacob’s evidence, 665-667, 
671 ; see also Civil Service 

Bn^ishman, article in, cited, 74 

Exchange compaisatlon allowance, 
nature and effects of, 490-492, 
602-606 

Excise duty on cottcn goods, abolition 
of, urged, 7, 30-31, 55-56; levied as 
concession to Manchester busi- 
nessmen, 31; disastrous moral effect 
on Indians, 32 ; incidence on consu- 
mers, 55; resolution for abolititm 
of, supported, 328-333 ; considered 
from two points of view, 329-331 ; 
to be limited to higher counts, 333 

Executive and judicial functions, sepa- 
ration, see judicial and executive 
functions 

Expenditure, see Public expenditure 

Factory Commission, ( 1 ) 1890 ; 

recommendations of, 321, 322 ; 
( 2 ) 1908 : 320»., 321 

Famine: fall in number of receivers 
of state relief no indication of 
greater resisting power of people, 
125|126: plea for enquiry into 
famine conditions, 125 ; famine rdief 
administration, discussed, 389-399; 
relief measures in Bombay and 
C. P. compared, 390-394 ; frequency 
of, in Deccan, 39 ' ; loss of cattle in 
Deccan, 397-398; people suffering 
at first touch of, a sign of poverty, 
587; abolition of famine cesses, 
appreciated, 67 

Famine Code, changes in, suggested, 
91-92 ; rigid oiforcement of, deplored, 
389 

Famine Commission, see Indian Famine 
Commission 

Famine expenditure, relief to Provinces 
for, 116 

Famine Insurance Fund (Grant), 3, 
67,169, 171-173, 213,221-224, 300, 
495-496, 537, 615-623, 648-654 

Famine report of Central Provinces, 
1899-1900 : 448-449 
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Famtoe Unbn, London: demand of 
enquiry into famine conditions in 
India, 125 

Fancourt, Colonel St. J. M. : 72 
Fawcett, Prof. Henry : views on salt 
duty, cited, 9, 67 ; 544, 642 
Fawcett Committee on financial 
administration of India, 1871 : 513, 
536,578,609, 610, 611 
Fergusson College : 456 
Finance Committee, 1886, see Indian 
Finance Commission, 1886 
Finance Minister, powers of, 462, 534 
Finances of India, appointment of a 
Royal Commission to inquire into, 
urged, 265-267 ; four ' periods ’, 
298-304 ; public inquiries held 
periodically, advantageous to India, 
305, 318 ; see also Public expenditure 
Financial Statement, definition of, 202, 
252-253 

Fitzpatrick, George: evidence before 
Sanderson Committee, cited, 363-364 
Foreign trade : statistics, 26-27,61-63 
Forest dept. : personnel in, 87,-“ 
Bombay : lowering of high fees levied 
on graziers, urged, 452 ; disforesting 
of certain areas, suggested, 452; 
expenditure on and working of, 
499-500, 504, 627-629; increase 
in forest revenue, deprecated, 670 
Fowler, Sir Henry : 537, 538, 621 
Fowler Committee, 1898 : recommenda- 
tions, 114,143-144 
Fraser, Sir Andrew : 124,449 
Free trade, hollowness of justification 
of excise duties on Indian cotton 
goods by, 31, 329-330 ; if reasonably 
applied, safest policy for India, 
331-332, 335 ; dogmatism of 

principle of, deprecated, 331-332, 
567 ; has marred India's orderly 
progress, 567-568 ’, see also Protection 
Fremantle, S. H. • Report to U. P. 
Govt, on shortage of labour, 
1906, quoted, 322, 323 ; speech on 
prohibition of indentured labour, 
criticized, 362-365 

French Settlements in India, represen- 
tation given tOk in French Parliament • 
542, 543 

Frere, Sir Bartle : 400, 448 


Frere-Smitb, Sir Hamilton : 345 

Gaikwad, Maharaja Sayaji Rao : work 
in free and compulsory ^imary 
education, 121, 136, 322 
Gatos ; 195, 235, 236, 316, 317, 371 
Gathorne-Hardy, Gathome, see Cran- 
brook. Lord 

General administration, working of, in 
Bombay Presidency, 496-497, 625 
Geological dept. : personnel in, 87, rising 
expenditure on, criticized, 225-227 
Germany, emulation of example of, 

< with regard to provincial finances, 
urged, 240, 558. 559, 560 ; experience 
of, regarding co-operative credit 
societies, 273-274 

Gladstone : 19, 306, 465, 506, 544, 545, 
638,642; and Gokhale compared. 
311». ; views on free trade principle 
as applied to India, 329 
Gokhale, Gopal Krishna : as President 
of Poona Municipality, 79, 168; 
views of, quoted by others, 110, 121, 
135 ; views of, on surpluses quoted by 
himself, 302-303 ; complinfents by 
Meston, 311n. ; by Wilson, 317«., 
384». ; calls bintsblf Ranade’s 
disciple, 432; as administrator of 
a minor’s estate, 436 ; withdraws 
from Council Hall as protest against 
Bombay Land Revenue Code Amend- 
ment Bill, 444; sketch of career 
of, 456, 510 
Gold currency : 385-387 
Gold Standard Reserve ( Gold Reserve 
Fund) 69, 76, 93, 114-116, 139, 
143, 387 
Goodridge : 593 

Gorst, Sir John : views on salt duty 
cited, 8, 9 

Goschen, George Joachim : 375«., 465 
GrifiSn, Sir Lepel: 291 
Gujarat, laud revenue assessment too 
high in, 16 reductions of assessment 
in, appreciated, 59 

Haldane: 119 
Halifitx, Viscount : 18 
Hamilton, Lord George: 291; views 
on surpluses, 6 ; on salt duty, 8 ; on 
India's poverty, 11 ; on exchange 
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value of tupee, 54 ; on bravery of 
Indfans, 99; as president of parlia- 
mentary committees, 172, 173, 283, 
495, 614n„ 617 ; on Famine Insurance 
Fund, 495-496, 537, 615, 616, 617, 
618, 621 

Hanna, H. B.: 521 

Haque, Mazhar-ul, see Mazhar-ul- 
Haque 

Hardinge, Lord: 235, 243, 263, 296. 

369«., 385«., 387«. 

Hardy ; 269 
Harrison: 116, 128 

Hemp cultivation, control of, opposed. 
406-408, 411 

Hemp Drugs Commission, see Indian 
Hemp Drugs Commission 
Hewett, Sir John ; 124, 261 m, 

Hill : evidence given ^fore Sanderson 
Committee, cited, 354-356 
Hindu Sabba, instances given by, of 
‘Managers’ excesses’ in Sind, 277, 279 
Hobbouse, C. £. H. : 150». 

Holderness, Sir Thomas : views on 
nature of double-cropping cited, 24-25; 
circular issued in respe(^ of famine 
relief, mentioned, 390 • 

Home Charges, saving of, 2, 3 ; argument 
that they reprqsent exctss of country’s 
exports over imports, a fallacious one, 
62 

Hope, Sir Theodore Cracroft : 600 
Huda, Syed Shamsul : 215 
Hulett, Sir Leige : v'ews on great part 
played by Indians in building up 
Natal, cited, 287 

Hunter, William Wilson ; 458, 468, 
511, 556; as Chairman of Education 
Commission, 1882, 662m- 
Hussain, Mir Muhammad : 321»- 

Ibbetson, Sir Denzil : 271, 275, 278, 282 
Ichalkaranji, Chief of : 415 
Ilbert, Sir Courtenay Peregrine : 482, 580 
Imperial Customs Service : 229 
Imperial League : 218 
Imperialism, nobler spirit of, urged, 20; 
aggressive policy of, should not be at 
tbe cost of poor Indians, 75 ; see also 
British Empire 

Import duties : on cotton goods, reduced 
due to clamour of Manchester 


bnshiessmen, 4; raising of, suggested, 
333; on sugar, holdmg ot enquiry 
suggested, 334-338 

Inchcape, Lord, inquiry made by, 
into Indian railway administration, 
authoritative information sought, 
343*348 and entire procedure 
criticized as irregular, 345-348 
Income, per bead, see per capita income 
Income-tax : raising of taxable mmirnum 
urged, 7; similar demands made by 
Indian National Congress, 29 ; Sir 
Maneckji Dadabhoy’s resolution to 
raise taxable minipium not appre- 
ciated, 339-342 ; assessment arbitrary 
and ' monstrous ’, 453-454 
Indapur taluka, enhanced assessment in, 
criticized, 399-401 

Indentured labour, prohibition of, for 
Natal, 284-294, 295 ; plight of, 
in South Africa, 284-294; resolu- 
tion on prohibiting recruitment 
of, 349-368: origin and history, 
349-352; objections to, 352-358; 
extent of evil of, 358-360 and 
Govt.'s responsibility, 360*361 ; 
burden of £l tax on ex-indentured 
labourers. 360 

India Office : against the formation of 
territorial reserves, 35; charges on, 
should be shared by England, 506 
Indian Daily News : criticism on Lord 
Incbcape’s Enquiry, 344 
Indian Factory Commission, 1890, see 
Factory Commission, 1890 
Indian Factory Labour Commission, 
1908, see Factory Commission, 1908 
Indian Famine Commission, (1) 1878 : 
393, 398, 589, 591, 592, 624, 635 ; 

(2) 1898 : 14-15, 25, 125-126. 391 ; 

(3) 1901 : 14, 15, 59, 78, 415 
Indian Finance Commission, 1886, 

recommendation of, 457, 489, 490, 
502, 511, 600-601, 633-634 
Indian Hemp Drugs Commission, 1893: 

405,407,409,410,412 
Indian Mirror: 2l6n. 

Indian National Congress : 456, 510; 
demands of, to raise lower limit of 
taxable income, 29 ; and reduce salt 
duty, 29 ; to assist local self-govt-, 
68; never pressed for extensioii M 
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railways, 614*615, against annexing 
Bnrma to India, 639 
'Indian Pdity' by General Cbesney, 
quoted, 583*584, 591 
Indian Tariff Amendment Bill, 1910 : 

157-161; -1911: 192-195 
Indianisation of Civil Service, see Civil 
Service: see also Employment of 
Indians 

Industrial progress, surpluses should be 
utilised for, 44 

Irish Land Purchase Act, example of, 
commended, 79 

Irrigation, contract agency for, 104, 
175-6 ; plea for acUitional expenditure 
on, 175-1771 expenditure on protective 
irrigation recommended, 224-225 ; 
reduction in rates, urged, 451-452: 
Dadabhoy's changed views on, 259 
Irrigation Commission, 1901 : 65, 176, 
225 

Italy, experience of, regarding co-opera- 
tive credit societies, cited, 273-274 

Jacob, Stephen : 175, 489, 599, 619 ; 

rejoinder to evidence of, 655-671 
Japan, industrial development in, 20, 
military expenditure in, 35,99; as 
new factor in international politics, 
72, 99 ; example of, as cited by Sir 
Elies, questioned, 73-74 ; triumph of, 
in war with Russia. 119; see also 
Anglo-Japanese Alliance 
Jenkins : views on female indentured 
labour, cited, 357 

Jenkins, J. L. : 192, 196, 201, 320, 328, 
334, 373 

Joshi, Ganesh Vyankatesh : 447n- 
Judicial and executive functions, sepa- 
ration of, demanded, 77, 502-503, 634 
Judicial dept. : personnel in, 87; working 
of and expenditure on, in Bombay, 
502-503,633-634 
Jute, duties on, suggested, 161 

Kellner, Sir George : 480, 577,578,645, 
646 

Khate: 444n. 

Khiva, effects on Indian fiscal policy by 
conquest of, by Russia, 573, 574 
Khoti BUI, 1898 : 432 
Kimberley, Earl of : 309ff., 405». 


King, Sir Henry Seymour : 605 

Kitchener, Lord ; 72»., 96, . 166, 520n., 
537«. 

Labour ; conditions in Indian factories, 
320*327 ; primary education to child 
labour, 320 327; see also Factory 
Commission 

Lamb : 405 

Lancashire businessmen, influence of, 
in House of Commons, and with 
Secretary of State for India, 29 ; 
pressure brought by, for imposing 

) excise cotton duties in India, 328, 
329 

Land, nationalization of, as a result of 
passing of Bombay Land Revenue 
Bill, 437-438 1 causes of increase in 
price of, 446 

Land Revenue, remission of arrears 
of, commended, 6 ; adoption of 
policy of permanent settlement, 
urged, 17 18, 79 ; assessment too 
high— in Bombay Province, generally, 

445- 447 ;■*“ in Ahmednagar district, 

446- 447;—^ in Gujarat, 16;— in 

Indapur t^luka, 399-401 ; — as 
compared to other dbfintries (table 
and figures), 77-79; lowering of, 
urged, 57-59, 102-103 ; its nature,— 
partly rent and partly tax, 341,379, 
381, 402; Meston on rature 

of, 372«. ; progressive policy for 
revision of settlements urged, 401, 

447- 448: peasant in India more heavily 
burdened than others, 401-402 ; 
Bombay Land Revenue Bill, 1901, 
opposed, 414-444; appointment of a 
Commission to examine land revenue 
problem, suggested, 414 ; provisions 
made in Punjab Act referred to, 417; 
dissenting minute to report of Select 
Committee on Bombay Land Revenue 
Bill, 418-425 ; suspensions should be 
based on general conditions, not 
individual inquiries, 448*450 : assess* 
meat should vary with outturn of 
crop, 450 : suitable dates for collec* 
tion of State demand necessary, 
450451: criterion of success of Irad 
revouis administration, 451 ; admini- 





■ttathn in Bombay Pnaitteioyt 
497-499, 625-627 

Lansdowne, Lord : 310, 462, 534.530, 
551 ; views on agricnltunl indelMed. 
ness, 104 

Law, Sir Edward : 1, 6, 26, 36, 51, 66, 
109, 114, 115, 185, 258, 332 
Lawrence, Lord : 18, 297, 447 
Lee*\Varner, Sir William : 637 
Legislative Conncil ( Supreme ) : rules 
for moving resdutions, interpretation 
of, 196-200 

Legislative Councils ( Provincial ) ; 
suggestions that each shodd return, 
one member to Imperial Parliament, 
465 

Lely, Sit Frederic : 414, 425, 426, 439, 
441 ; work in famine relief apprecia- 
ted, 339 ; evidence before Indian 
Hemp Drugs Commission, cited, 405, 
409-410 

Lethbridge, A. S. ; 321m. 

Liberal Patty of England : committed 
to free trade policy, 332 
Liquor, increasing consuipption of, 
60 : mtnimum guarantee .system, 61 ; 
quantitative doty conducive to 
increased coqsDmption *408 ; should 
be made scarcer, not dearer, 408; 
see also Local Option, Abkari 
List, on duty of Govt, in a backward 
economy, 335 

Local Bodies, grants to, 68,79-81; 106; 
relief from responsibility for famine 
relief, urged, 91; poverty of, 113; 
grant to Municipalities for sanitation, 
welcomed, (131-133), 213 : resolution 
moved to inquire into resources of, 
369-384; statistics relating to, 371 ; 
functions of, 372-376 ; compared with 
those in Europe, 375-378; see also 
Local Self-Govemmmit 
Local Option, urged, 60-61, 410-411, 
412-413 

Local Self-Governmept : and Decen- 
tralization Commission, 370 ; see also 
Local Bodies 
Logan : 279 

Lords Commissioners of the Treasury ; 
views on ouirency policy of Indian 
Govt,, cited, 55 

Luszatti-Wollanborg Socnties : 274 
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L^I Commissioa, 1898, see Indian 
Famine Commhsion, 1898 
Lytton, Lord : 171, 222, 223, 224, 299, 
458, 516,615,620,642 

MacDonnell, Sir Antony: 124, 151 
McDonnell Commission, see Indian 
Famine Commission, 1901 
Mackay, Sir James, see Inchcape, Lord 
Mackenzie, Thomas Doncu : evidence 
before Indian Hemp Drugs Commis- 
sion, cited, 410 
Maconochie, Evan: 415 
Madge: 167, 213,226,315, 325 
Madras, lowering of land revenue 
demand in, urged, 57-58 
Madras Irrigation Company, unreason- 
able help given to, 458, 512 
Madras Mahajan Sabha : 647 
Madras Mail ; article, cited, 72 
Maharaja of Burdwan, see Burdwan, 
Maharaja of 

Malaviya, Madan Mohan : 250, 256, 
336, 338; resolution by, on import 
doty on sugar, 334-338 
Manchester businessmen, pressure 
exerted by, for redaction of import 
duties on cotton goods, 4, and levy of 
excise duties, 31 

Material and Moral Progress of India: 
Report, 60 

Maung Bah Too : 236 
Maxwell : 286 

Mayo, Lord : 98, 297 ; views on mili- 
tary expenditure, cited, 33-34, 74, 310, 
314-315 

Mazhar-ul-Haque : 192, 193, 194, 214, 
314 

Mehta, Sir Pberozashah : 414, 425, 431, 
432,437, 441,444«„ 522 
Merriman : 292 

Meston, Sir James : 162, 168, 185, 186, 
194. 204, 210, 223, 248, 249, 251, 
254, 257, 313, 344, 372 m., 373; 
tribute to, 263; compliment to 
Gokhale by. 311m. 

Military expenditure, 478-487, 575-581 ; 
portion should be bbrne by England, 
19,97, 506-507 ; Uarming inerSUe in, 
at cost of natidn-bnilding acthrilies, 
32-34,63-64, 96, 189-191; psople 
having no voice in ^ping ixilicy 
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on. 64, 73 ; substutial reduction in, 
urged, 94-97, 135-136, 306-308, 
314-315 : Committw on Indian 
Army Expenditure, 1912, 265 ; 
compared with other countries, 581 ; 
tables, 479-480, 576-577 j rejoinder 
to Jacob’s evidence on, 667-669: see 
also Army in India; Military 
reorganisation 

Military reorganisation, financing of, 
from ordinary taxation, criticized, 5, 
72-73; suspension of scheme of, 
urged, 94-95 ; reduction in special 
grant for, appreciated, 117, 144 
Mill, John Stuart : 31; memo on E. I. 

Company’s rule, 669-670 
Miller, Sir John : 127, 259 
Mint dept : 219-221 

Minto,Lord: 90, 108, 124, 138, 157, 
185, 276, 284 
Miras, see under Tenure 
Mitter, Krishna Kumar ; 147 
Money, quantitative theory of, more 
applicable in case of backward coun- 
tries, 143, 385; see also Gold 
Currency 

Monteath : 403 h., 411n., 413n., 414., 
425, 426, 428, 437. 438, 439, 442, 
445«., 448 

Morgan-Browne : 476, 575, 655 
Morison, W. T. ; 321». 

Morley, John : statement on mili- 
tary reorganization scheme, cited, 95, 
118; on salt tax 109; disappointing 
language and action of, 137-138 : 
his Liberalism vindicated, 153-154 
Morley-Minto Reforms, see Reform 
Scheme, 1908 

Morning Post, articles in, cited, 332 
Moses : views on devastating effect 
of currency legislation on cotton 
industry, cited, 7 

Mowbray: 525, 533, 543, 666 
Mudholkar, Ranganatb Narasinha ; 259, 
336; amendment moved by, to bill 
on labour in factories, supported, 
325-326 

Muir^Mackenzie, Sir John : 401 
Mukbarji, Raja Piyare Mohan ; 321ff. 
Mull^’s Dictionary of Statistics : 
cUed, 77, 129 


Municipalities, financial assistepitoe to, 
urged, 79 

Mutiny of 1857, effects of, on Indian 
finance, 472, 571 ; on employment of 
Indians in higher offices, 472, 571 ; 
cost of suppression of, paid ratirely by 
India, 642; proclamation of 1858, 49 

Naoroji, Dadabhai, see Dadabhai 
Naoroji 

Natal, indentured emigration to, 284- 
295 

Natal Commission on Indian Immigra- 
r tion : 287, 292 

Nathan, Robert : Report on education, 
105 

Neame : views on great part played by 
Indian labour in Natal, 288 
New Delhi, cost of building city of, 
out of loan funds, ( and not out of 
surpluses), recommended, 243-251 
Newlands ; 345 

Nicholson, Sir William ; committee to 
inquire into Indian Army Expendi- 
ture, 1912, 265, 346 
Nihal Chand, Lala ; 405ff. * 

nineteenth Century and After : article 
in, cited, 6^ i * 

Noel-Paton : pamphlet on Indian sugar 
Industry, quot^, 336 
Non- Indian interests, precedence given 
to, in India, 15, 31, 32, 335, 337-338, 
471, 493-495,519,613-614 
North-Western Provinces and Oudb, 
poverty of peasantry in, 13 ; lowering 
of land revenue demand in, urged, 
57-58 

Northbrook, Lord : 134, 297, 462, 513, 
534, 617, 642, 649, 650 
Northcote, Lord : 388, 403. 414, 425, 
445 

Northcote, Sir Stafford Henry : 17, 18, 
447 : Despatch of 1867, 471, 570 
Nugent : death mourned, 388 

O’Conor : 79, 102, 109 
O’Grady: 111 
Ollivant, Sir Charles • 442 
Opium Fund, constitution of, 201-213 
Opium levenue: 190-191, 204, 219; 
based qn moral ruin of China-r- a 
stain on Indian finance, 116-117; 
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ileclhie in, 157-159, 205; oplam sur- 
pluses, 204-213, 246, 248; uncer- 
tainty of, 266 

Orangia, plight of Indians in, 290 
Orissa Company, unreasonable help 
given to, 458, 512 

Ornaments: trinkets— a necessity 
with Indian women, not an economic 
resource, 594, 623-624 

Padshah, B. J> : book on ' Indian 
Cotton Industry’, 31 
Parekh : 444«. 
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Fund, 618 
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Commission, 1859, 98 
Peel, Sir Robert : 465, 544, 545 
Peile, James Braithwalte: 501, 515, 
520, 525, 541, 562, 563, 580, 586, 
587, 588, 589, 590, 593, 594, 595, 
596, 599, 607, 608, 614, 615, 618, 
619,622, 623, 624, 629, 630, 631, 
633, 643 
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Indians, 12 ; estimates made by 
different authorities, 377a 
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policy of, urged, 17-18, 79 
Petroleum, enhanced duties on, criticized, 
160-161, 162-163, 195 
Pitt : 465, 544 

Police dept. : personnel in, 88; reduction 
in expenditure recommended, 260-262; 
working of, in Bombay Presi- 
dency, 500-501, 629-632; reform 
scheme, 65, 67; employment of 
Indians in, 629, 632, 671 
Political reforms, plea for, 137-138; 
appreciated, 146 ; see also Reform 
Scheme, 1908 
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of, due to anti-plague measures, 
79-80, 168 ; dkainage problem of, 167 
Poona Sarvajanik Sabha : 456, 496, 510, 
624, 646, 647 

Poor in India : contribute, relatively, 
more to revenue, 30, 109, 341-342, 
401-402 ; see also Poverty 
Fopt^ion of India: declining, 13; 
table, 22 ; underfed, 38 


Portuguese Settlements in India, repre- 
sentation given to, 542, 543 

Postal dept. : personnel, 88 ; coocessions 
given in 1905 appreciated, 67; 

reduction in expenditure of, ' 
recommended, 229-230 

Poverty in India: as caused by 
British rule, 11-12; see also Agricul- 
tural indebtedness ; Poor in India 

Poverty of peasants; in N.-W, Pro- 
Vinces and Ondh, 13; in Bombay, 
14; needs comprehensive scheme 
of ameliorative action, 79 ; evidenced 
at first touch of famine, 587 

Press Committees : their function, 428- 
429 

Press in India : 20 ; vernacular presv, 
215-219; Anglo-Indian press, 218 ; 
reasons for supporting Press Act 
of 1910, 293 

Prices: rise in, 126-129; plea for 
enquiry committee, 127, 143; a 
function of three variables, 385-386 ; 
rise in prices of agricultural produce 
after 1860, 587-588 

Primary education, additional expendi- 
ture on, appreciated, 68; plea to 
make it free throughout country, 
105 and compulsory in leading towns, 
105, 106, 120*121, 136 ; remission of 
fees in primary schools, 214-215; 
Elementary Education Bill, 1911, 
324-325; inelastic provision for, in 
Bombay Presidency, criticized, 454- 
455 

Pringle, R. K. : 416 

Prohibition of liquor, see Liquors ; see 
also Abkari 

Protection, right kind and wrong kind 
of, 331 ; ^otection to sugar will 
benefit English manufacturers at cost 
of Indians, 337*338 ; right kind of, 
helpful to India, 563 ; see also Free 
Trade 

Protectors of Immigrants in Colonies : 
work done by, assessed, 354-356 

Provincial contracts, drastic revision of, 
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so-call^ permanency of, questioned, 
238-240; nature of, aiticized, 
466-470, 545-564 
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Provindal finance: 238 242, 545*563, 
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Prassia, emubtum of example of, 
nrge4 3^7 

PobUc debt: 173-174; definition and 
statistics of unproductive debt, 
207>209 : part of it unjustly imposed 
on India, 507-509 

Public expencHture : resolution for 
enquiry into causes of increase in, 
296*319 ; four remedies to halt growth 
in, suggested, 306*310 : not controlled 
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456-459, 471, 510*512, 539 : defects in 
existing arrangenrent stated, 460*461, 
523 ; remedies suggested, 463*465, 
539-544 ; increase in, due to nation- 
boil^ activities, is welcome, 471; 
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520-521, 570; defects due to alien 
doqiisAtion of country. 471. 519, 
564; short history of, 472 with 
tab^, 473-480 ; charges under 
Army, 478-487; Services, 487-490 ; 
Exchange Compaesation Allow- 
aQCSi 490-492 : Education, 493 ; 
Railways, 493*495; Famine Insurance 
Ftmd, 495-496 ; Civil dept, of 
Bombay Presidency, 496-503 ; poli- 
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should be borne by England, 509, 
542, 643 ; see ubo Finances of India ; 
Military expenditure 
' Public Finance’ by C. F. Baslable : 
cited, 379, 382 
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Public Service, see Civil Service 
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recommendations of, 488, 598-599, 
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Punjab Land Alienation Bill : 15 
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232, 346 

Railway construction : 101, 11H14, 
134, 144-146, 165, 166, 168, 174, 
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, costs incurred, 610-611 
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ing expenses recommended, 231-234, 
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played by Motley and Minto, 
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Reid : 405 
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underestimating of, 52, 76; normal 
growth of, 249 ; contributed mote by 
poor, relatively, 30, 109, 341-342, 
401-402 ; see also Land Revenue 
Revenue— National: in excew of 
requirements of Govt,, 3; oneqnal 
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493, i534, 545, 547, SSQ, 539, 580, 
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duty wonld be oompeosated for by 
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Sitnla Commission on Army in India, 
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28-29; extra taxation in normal 
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Wdby Commission, 1893 ; 305, 316 ; 
evidence on strength of army in 
India, cited, 34; division of opinion 
on independent audit, 319; written 
evidence given before Commission, 
456’509; oral evidence, 510-647; 
appendices, 648-671 , 

Westland, Sir James: 458, 466, 467, 
511 ; speech on salt duty recalled, 8; 
as Finance Member, 56, 113, 173, 
280, 281, 282, 494, 618, 622; on 
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